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THE BRITISH FINANCIAL POSITION. 


The interest of the financial world centers just now upon 
the position and prospect of affairs in Great Britain, under 
the pressure put upon the money market by the rise of the 
Bank of England minimum rate of discount to five per 
cent. in August, increased on the 14th of October, to six 
per cent. The first fruit of the resulting close scrutiny of 
expanded credits, was the failure, October 2d, of the City of 
Glasgow Bank, full comments on which, as well as the par- 
ticulars, will be found elsewhere. The investigation completed 
and announced October 18, shows a condition of its affairs 
worse than even the worst fears. The declared deficit is 
£ 5,200,000 or $25,000,000, and even this is said in London 
to be a‘ too favorable” exhibit The private failures in Glas- 
gow, after the failure of the bank, and down to the roth of 
October, had amounted, according to the London Lconomist, 
to £ 5,762,000, and were still continuing on a great scale. 

At this writing (October 22), although great mercantile 
bankruptcies were occurring every day in London and else- 
where throughout the United Kingdom, there had been no 
failure of any bank, or trust company, except that of the 
Colonial Trust Corporation, which had been declaring (like 
the City of Glasgow Bank) twelve per cent. dividends, and 
had made a very flourishing statement of its affairs, as late 
as last June. Instead, however, of really earning those divi- 
dends, it is now said to have lost £230,000 within four 
years. 

21 
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The Bank of England appears to be sustaining itself, and 
has not only checked any tendency to the export of gold to 
this city, but has set in motion by its stringent measures, 
such an active current of gold from Paris to London, that 
the Bank of France lost specie, during the week ending Octo- 
ber ro, to the extent of 59,500,000 francs, and during the 
week ending October 17, to the extent of 29,200,000 francs. 
Under these heavy drains, the French Bank, on the 16th of 
October, increased its discount rate from two to three per 
cent., and its loan rate from three to four cent. 

The Imperial Bank of Germany continues the high rate of 
five, and has thereby checked, but not quite stopped the out- 
flow of its gold. The Bank of Belgium has raised its rate 
from three-and-a-half to four-and-a-half per cent. 

Of course, while this “battle of the giants” for gold is in 
progress, the merchandise and produce markets in Europe 
are everywhere falling. 

The financial journals in England agree in expressing con- 
fidence that there will be nothing like a panic affecting 
the banks generally, but how far this confidence is genuine 
it is impossible at this distance to judge. The private 
advices received from London by our bankers and mer- 
chants are, on the whole, not re-assuring. 

In respect to the English joint-stock and private banks, 
our readers will not forget the facts stated in our last num- 
ber, that while they cannot have escaped great losses from 
the long-continued commercial depression, they have, down 
to this time, admitted no losses. On the contrary, they have 
rather increased than diminished their dividends, and have, 
as a rule, given higher figures for their surplus and profits 
in each succeeding published balance sheet. 

The managers of the banks in this country, as a body, 
have pursued the entirely different policy of early admitting 
their losses, cutting down the figures of their surplus, cur- 
tailing dividends, and even declaring no dividends where 
none had been really earned. 

As will be seen from a statement of the Comptroller of 
the Currency, published in another part of this number of 
the Magazine, the number of National banks declaring no 
dividends was: 

First half of 1876 
Second “ ‘* 
First - 


Second ‘** 
Half year ending Sept. 1, 1878 


As the result of this conservative course, the banks of the 
United States, as a whole, have never enjoyed a greater 
measure of public confidence than at this very moment of 
wide-spread alarm. The public feel that the worst was 
early and frankly admitted, and that no attempts have been 
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made to conceal losses by such vain attempts to bolster up 
failing houses, as have terminated in the recent catastrophe 
at Glasgow. 

The Glasgow failure has brought to notice a defect in 
the British provisions for the security of bank-note holders, 
The amount of notes which the failed bank could issue, on 
the credit of its general resources, was £72,000. For all 
beyond that it was required to have gold on hand, pound 
for pound. Its actual circulation of notes exceeded £ 800,000, 
and it turns out that there was a deficiency of gold, and 
had been for a long time, to the extent of £ 300,000. The 
Government makes no examinations, but relies upon reports. 

It may be some time yet before British bankers can over- 
come their prejudices against such Government examinations 
as we are accustomed to in this country. An exhibition to 
official examiners of the names of their debtors is still con- 
sidered by them to be an unwarrantable exposure of private 
affairs. Yet it is plain, that a general statement that they 
have a certain sum in bills discounted conveys no informa- 
tion which is worth much. The bills may be of the charac- 
ter of the four mercantile firms which are just found to have 
swallowed up all the capital and deposits of the Glasgow 
Bank. 


THE RESUMPTION LAWS. 


The laws under which specie resumption, January 1, 1879, 
is to be regulated and maintained by the United States 
Treasury, provide as follows: 

I. The Resumption Act, passed January 14, 1875. 


“And on, and after, the Ist day of January, A. D. 1879, the Secretary of 
the Treasury shall redeem in coin, the United States legal-tender notes then 
outstanding, on their presentation for redemption, at the office of the Assistant 
Treasurer of the United States, in the city of New York, in sums of not less 
than $50; and, to enable the Secretary of the Treasury to prepare and provide 
for the redemption in this act authorized or required, he is authorized to use 
any surplus revenues, from time to time, in the Treasury, not otherwise appro- 
priated, and to issue, sell, and dispose of, at not less than par, in coin, either 
of the description of bonds of the United States described a 


II. The resolution of the Senate of the United States (the 
House of Representatives concurring therein) passed January 
25, 1878: 


‘*That all the bonds of the United States issued, or authorized to be issued, 
under the said acts of Congress hereinbefore recited, are payable, principal and 
interest, at the option of the Government of the United States, in silver dollars 
of the coinage of the United States, containing 412% grains each, of standard 
silver, and that to restore to its coinage such silver coins as a legal tender, in 
payment of said bonds, principal and interest, is not in violation of the public 
faith, nor in derogation of the rights of the public creditor.” 
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III. “An act to authorize the coinage of the standard sil- 
ver dollar, and to restore its legal-tender character,” passed 
February 28th, 1878: 


‘¢There shall be coined at the several mints of the United States, silver dol- 
lars of the weight of 412% grains troy, of standard silver, as provided in the 
act of January 18, 1837, . . . which coins, together with all silver dol- 
lars heretofore coined by the United States, of like weight and fineness, shall 
be a legal tender, at their nominal value, for all debts and dues, public or 
private, except when otherwise expressly stipulated in the contract. 

*¢ Any holder of the coin authorized by this act, may deposit the same with 
the Treasurer, or any Assistant Treasurer, of the United States, in sums of not 
less than $10, and receive therefor certificates . . . said certificates 
shall be receivable for customs, taxes, and all public dues, and, when received, 
may be reissued.” 


IV. The contraction of legal-tender notes was stopped by 
an act of Congress passed May 31, 1878, which provided: 


‘That from, and after, the passage of this act, it shall not be lawful for the 
Secretary of the Treasury, or other officers under him, to cancel or retire any 
more of the United States legal-tender notes, and when any of said notes may 
be redeemed or be received into the Treasury under any law, from any source 
whatever, and shall belong to the United States, they shall not be retired, can- 
celled, or destroyed, but they shall be reissued and paid out again and kept in 
circulation, provided that nothing herein shall prohibit the cancellation and 
destruction of mutilated notes, and the issue of other notes of like denomina- 
tion in their stead, as now provided by law. All acts or parts of acts in con- 
flict herewith, are hereby repealed.” 


The foregoing extracts are the material parts of the acts 
of Congress by which the Secretary of the Treasury must be 


governed in his proceedings to resume specie payments. The 
Concurrent Resolution introduced by Senator Matthews, is in 
one sense an act of Congress, although it is technically a 


” 


“concurrent resolution,’ and has not the force of a law; but 
it is the will and intention of a majority of the legislative 
branch of our Government. 

It is wise to consider the proper construction of these 
laws, and the power of the Secretary of the Treasury in 
maintaining resumption. 

The resumption act provides for the redemption in coin 
of all legal-tender notes that may be presented, in sums of 
fifty dollars and upwards. 

The “concurrent resolution” declares silver dollars to be 
a proper payment for United States bonds. 

The “silver bill” provides for the continuous coinage of 
silver dollars of 412% grains of standard silver, and that 
they shall be a legal tender for all debts. 

The act of May 31, 1878, provides that the Secretary of 
the Treasury shall reissue and keep in circulation all the 
legal-tender notes then in circulation ( $ 346,681,016 ). 

We must look at the facts as they are, and however 
greatly people may differ as to what ought to be, our present 
purpose refers to what is. By the last act of Congress 
affecting resumption (which repeals all prior inconsistent 
legislation) the Secretary of the Treasury is ordered to 


” 
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reissue and keep in circulation the then existing volume of 
legal-tenders. This imperative order conflicts apparently 
with the disbursement of any other money while there are 
any legal tenders in the Treasury. It is the command of 
Congress that the legal tenders shall be kept in circulation, 
and the command is explicit and reiterated, and hedged in 
with words apparently to prevent any evasion of the intent 
of the law. 

Taking the acts of Congress above recited, it is difficult to 
avoid the conclusion, that the existing laws require the Sec- 
retary of the Treasury— 

1.To keep in circulation the present volume of legal 
tenders. 

2. To admit the equality of silver to gold even in the 
payment of bonds. 

3. To redeem in coin, after January, 1879, legal tenders, 
but not to pay out coin for disbursements while there are 
legal-tenders not in circulation. 

The effect of these laws is then, (1) a forced circulation 
of the existing volume of legal tenders, and (2) that we are 
bound to the use of silver alone for metallic money, except 
while we can keep gold and silver of equal value at their 
present relative valuation. 

In addition to the enforced circulation of the present 

volume of legal tenders, the National-bank notes have a pos- 
sible legal increase only limited to ninety per centum of our 
National debt; or a possible increase of five hundred per 
cent. ‘ 
By the act of June 20, 1874, the redemption of National- 
bank notes by the United States Treasury must be in legal- 
tender notes, an enforced use of greenbacks which is not 
generally remembered. 

An increase of money, under the present laws, is not only 
possible, but in some degree it will be forced, and must be 
fully equal to any legitimate use. The purposes, therefore, 
of honest inflationists will be more speedily attained by 
leaving well-enough alone, than by pressing new measures 
before there is given a fair trial of the relief attainable under 
present laws. Especially is this true in so radical a revo- 
lution as the abolition of the National-bank currency, and 
the consequent disorganizing of two thousand chartered aids 
to legitimate business. 

It is not possible to believe in a change in the opinions: of 
the people of this country to the extent that they will favor 
practically unlimited Government paper money. This heresy 
is not worthy of an argument. A fair presentation of the 
facts shows: that our favorable balance of trade, now over 
one million of dollars a day, will continue until lessened by 
higher prices, and will make us richer than any country in 
the world, before it entirely ceases; that present laws give us 
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(1) ultimately unlimited silver ; (2) National-bank notes lim- 
ited only by a proper demand ; (3) a forced circulation of the 
existing volume of greenbacks. There is also the probability 
of gold remaining at par with silver and paper money long 
enough to give us a “gold inflation,” and all these considera- 
tions should make any inflationist hesitate before going further, 
And where is the wisdom, even to an inflationist, of mooting 
the repeal of specie resumption, when the success of resump- 
tion will increase the volume of money; of asking for the 
destruction of the National-bank system, when we are on 
the eve of an increase in the volume of National-bank 
notes; or of new financial legislation of any kind when we 
have just begun to feel the effects of the silver and legal- 
tender legislation passed last winter? The general interests 
of the people will be best served by a “ masterly inactivity” 
in financial legislation. 


a 


THE NEW REDEMPTION ORDER. 


The regulation of the Treasury Department which went 
into effect October 1st, requires that parties transmitting 
National-bank notes to Washington for redemption, shall pre- 
pay the express charges therefor. Much discussion and no 
little complaint has followed this order. The banks in the 
larger cities, upon whom falls chiefly the burden of the 
change, insist that this expense should be borne, as _hereto- 
fore, by the banks whose notes are redeemed, inasmuch as 
the latter enjoy the benefit of the circulation. A memorial 
from the Clearing-House Association of this city has been 
sent to the Secretary of the Treasury, asking that the former 
regulation be restored. 

We think that the new order, being more in accordance with 
the law than was the old one, is entirely just. If a bank or 
banker in New York, Boston or Philadelphia wishes to con- 
vert National-bank notes into greenbacks he sends them to 
Washington, and has to pay only the single freight / that 
city. The Treasurer of the United States returns to the 
sender legal-tender notes, prepaying the expressage thereon, 
and charges this expense to the issuing bank whose notes are 
thus redeemed. The redeemed circulation is forwarded to 
the banks respectively as soon as the amount of any one has 
reached $500, and the banks send back legal-tenders in 
return to the Treasury, to make good the amount of the 
Redemption Fund, the expressage on these two transmissions 
being likewise charged to the redeeming banks. The bank 
thus pays three distinct freights on each of its bills redeemed 
at Washington. In view of the fact that the law requires the 
National banks to redeem their circulation only in Washing- 
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ton, or at their own counters, there seems to be little propri- 
ety in the demand that they shall redeem in any other town or 
city in the country. Payment by the issuing bank of freight 
on its notes to Washington would be, virtually, redemption at 
the point whence they are shipped. If a holder of bank cur- 
rency, instead of sending to Washington, were to forward it 
to the bank itself, and demand that the latter pay the cost 
of sending home its own notes, the proceeding would be 
regarded as contrary to all usage, and the bank so called upon 
might properly reply that it was ready to redeem its circula- 
tion at par, but not to pay a premium for the privilege of so 
doing. Yet the former rule, which imposed upon the banks 
the cost of freight on their notes “4¢0 Washington, was, in 
effect, redemption at above par. 

In view of the provision of law which requires every 
National bank to receive at par, for any debt due it, the 
bills of all other National banks, it is claimed in behalf of 
the old rule that it would be a gross imposition to leave 
the receivers to obtain redemption, at their own expense, of 
notes which they cannot use in turn to discharge their own 
liabilities to others. It is but just that some provision should 
exist for turning the bank notes into legal-tenders at the 
expense of those whose bills possess the function stated, but 
that provision is already found in the Redemption Bureau, 
and in the transmission of greenbacks from Washington at 
the cost of the banks whose circulation is sent there. The 
burden of expense of maintaining this system does not fall 
upon those who send the money to the Bureau, but upon 
the issuing banks, who pay ¢hree freights for this purpose. 
And this expense is incurred not only in behalf of the 
National banks who are obliged to receive the notes from 
their debtors, but also in the case of any holder of the notes 
who wishes to convert them into greenbacks. We think that 
when the banks redeem their circulation promptly, either at 
Washington or at their own counters, they do all that the 
law of their organization requires of them. 

¥ 

Since the foregoing was written, the correspondence between 
Secretary Sherman and the Clearing-House Committee, has 
come to hand and will be found elsewhere, in our present 
number. The reply of the Secretary confirms the view which 
we have already expressed. Mr. Sherman states that “the 
amendment of 1874 did not contemplate the establishment of 
a grand clearing house, or the granting of a premium for the 
collection and transmission, by one National bank, of the cir- 
culation of the others.” He concludes, by saying, that while 
he agrees with the committee that the prompt redemption of 
the notes of the National banks is essential to their being 
maintained in circulation at par with United States notes, he 
thinks the guarantee for this is sufficient in the law, which 
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provides for the redemption by each bank of its notes at its 
own counter, and when presented in the ordinary course of 
business at the United States Treasury. Entertaining this 
view he is unable to see any reason for the revision of the 
order referred to. 

Secretary Sherman’s interpretation of the amendment of 
1874, in that it “did not contemplate the establishment of a 
grand clearing house,” is contrary to the general belief as to 
the intention of the law. Such a clearing house ought to 
exist, but it should be established in New York City, as the 
financial centre of the country. Its full efficiency cannot be 
reached while located at Washington. 


BANK NOTES REDEEMABLE IN GREENBACKS. 


On the 30th of September, the editor of the Utica Repul- 
lican addressed a letter to the Secretary of the Treasury, 
enquiring whether, after January 1, 1879, bank notes must be 
redeemed in coin, or could be redeemed as at present in 
greenbacks. The following reply was received : 


TREASURY DEPARTMENT, OFFICE OF THE SECRETARY,) 
WASHINGTON, D. C., Oct. 2, 1878. J 


7. D. Curtis, Editor, Utica Republican, Utica, N. Y.- 

Sir :—Your letter of the 30th ult. is received. After resumption, National- 
bank notes will be redeemed as heretofore in United States notes. The legal- 
tender quality of the United States notes will remain after resumption as 
before, and the circulating notes of National banks are redeemable in United 
States notes.—Very respectfully, J. K. Upton, Chief Clerk. 

The notes of National banks were always and still are 
redeemable at their own counters. They have also been 
redeemable, since the passage of the act of June 20, 1874, at 
the U. S. Treasury in Washington, out of a fund, equal to 
five per centum of their circulations, which they are obliged 
to keep on deposit there for that purpose. 

For redemption at their own counters they are required to 
keep “lawful money.” As greenbacks are now “/aw/ful money,” 
and are to remain so until Congress shall otherwise order, 
this counter redemption may be made in greenbacks. But it 
may also be made in gold coins, or in standard silver dol- 
lars, both of which are also “lawful money.” 

The redemption at the Treasury in Washington stands on 
a different footing. The officers of the Treasury are expressly 
directed to make the redemption “zz United States notes,” and 
are therefore not authorized to make the redemption in coin 
of any kind. It would seem, that as the Treasury officials 
can only redeem “ix United States notes,” the banks ought to 
have been required to furnish for that purpose “ United Siates 
notes” only, to the exclusion of any other form of “awful 
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money,” but the actual provisions of the act of June 20, 1874, 
are rather contradictory on that particular point. It begins 
by requiring that every bank 

“Shall, at all times, keep and have on deposit in the Treasury of the 
United States, ix lawful money of the United States, a sum equal to five per 
centum of its circulation, to be held and used for the redemption of such 
circulation.” 


It afterwards provides, that whenever and as often as the 
fund deposited by any bank shall be reduced by redemptions 
amounting to $500, such bank, upon being 

‘*So notified, shall forthwith deposit with the Treasurer of the United States 
asum ix United States notes equal to the amount of its circulating notes so 
redeemed.” 

As the original deposits by the banks under this law were 
long ago exhausted, while their supplemental deposits, to 
make good what has been used in redemption, are required 
to be “tn United States notes,” the treasury now has and 
always will have that particular form of money belonging to 
the banks, in which to make current and future redemptions. 


COMMERCIAL PRICES IN ENGLAND. 


There is apparently no recovery as yet in England from 
the decline in the prices of commercial commodities which 
set in after 1872. The trade returns for the month of 
August, 1878, which are the latest published, show no 
improvement in that particular, but rather the reverse. 

The coal exported during that month, was 5,1, per cent. 
more in quantity than during the corresponding month of 
last year, but was 5,4; per cent. less in aggregate money 
value, showing a fall in price of over ten per cent. 

The iron -and steel exported was 1,4; per cent. more in 
quantity, but sold for 5,4; per cent. less money, showing an 
average fall in price of 64 per cent. 

The fall in price from August, 1877, to August, 1878, is less 
in cotton piece goods, being 2% per cent., and in woolen 
cloths, being 234 per cent.; but the London Lconomist says: 


Raw cotton and wool now stand practically at the same quotations 
as last year, and the differences represent the diminished remunera- 
tion of the home manufacturer and merchant. 

The fall in cotton and woolen goods, although small, was 
a fall from prices represented by English authorities to be 
already ruinously low. 

The spinners of cotton yarn (forty-mule twist,) at the 
prices of Middling Upland cotton, in August of the three 
years 1876-—7-8, obtained a margin of remuneration for spin- 
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ning, of 4% pence in 1876, of 4 pence in 1877, and of only 
3y¢ pence in 1878. 

A list of all the more important articles of British pro- 
duce and manufacture exported in August, 1878, shows a 
decline of £378,000 in the aggregate money value. The 
Economist observes upon this list : 


In nearly every instance, the difference in values are more unfavor- 
able than those in quantities. The decrease of £ 378,000 is more 
than represented by the fall in prices, and were the differences in 
—" alone valued, there would actually be a balance in favor 
of 1878. 


The average fall in prices from August, 1877, to 1878 was 
five and seven-tenths per cent. in the following raw materials 
for manufactures imported into Great Britain, viz., cotton, 
flax, hemp, hides, jute, silk, wood, wool, unwrought copper, 
iron ore, lead, tin, flaxseed and linseed, and tallow. 

Of the British cotton manufactures, the LZconomist of Sep- 
tember 14, says: 


It is well known that for some time past manufacturers have 
continued to sell at a direct loss, simply because they could not 
afford to permit valuable connections to pass from them. The 
resumption of full time, after the recent strike in Lancashire, has 
again caused manufacturers’ stock to accumulate rapidly, and prices 
to fall; and it may be said that a large portion of the benefit 
derived from the ten-per-cent. reduction in operatives’ wages has 
been lost. In some quarters, a further drop in wages is discussed. 


The extent of the fall in English prices, which had taken 
place prior to the present year, will appear from the follow- 
ing statements : 

Of the 199 millions sterling of exports of British produce 
and manufactures in 1877, it is only possible to make com- 
parisons of price between 1877 and 1872, in respect to 143% 
millions. The same quantities of the same articles would 
have produced 181% millions at the prices of 1872, instead 
of 143% millions, thus showing an average decline in price 
of about twenty-one per cent. 

This decline in prices was greatest in the metals and min- 
erals, coals, copper, iron, lead, and tin, of which nearly all 
the raw material is British. The exports of these articles, 
aggregating thirty-two-and-one-third millions sterling in 1877, 
would have produced forty-five-and-one-tenth millions at the 
prices of 1872, the average fall in prices being about twenty- 
eight per cent. 

It being impossible that there should be so long and still 
continuing a fall in general prices without impairing the 
capital engaged in productive industries, and also impossible 
that banks and bankers, however prudent, could escape some 
degree of participation in the losses of their customers, we 
did not hesitate, in our last number, to speak of “ the probabil- 
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ity of an impending banking crisis in Great Britain.” The events 
of the past month have shown only too well, that our appre- 
hensions had a good foundation. Under circumstances com- 
mon, in many respects, to both countries, the bankers of the 
United States seem to us to have been far more prudent 
than the British bankers. They apprehended earlier the 
pending difficulties, confronted and charged off losses and 
reduced dividends sooner, and have thus mitigated the force 
of a crisis which they could not wholly avoid. 


THE GLASGOW BANK FAILURE. 


The most important financial event of the year, in Great 
Britain, is the failure of the City Bank of Glasgow, for an 
estimated amount of £ 10,000,000. This event occurred on 
the 2d of October. Our readers, who remember the panic 
of 1857, will recall the fact that this institution was one of 
the half dozen great banks which failed in that year. The 
City Bank of Glasgow closed its doors on the 11th of 
November, 1857, having been preceded a few days only by 
the Borough Bank of Liverpool, and by its own immediate 
neighbor, the Western Bank of Scotland. So scandalous a 
bank failure as the present has not occurred within the 
memory of the present generation. In the extent of liabili- 
ties, and in the degree of rottenness, it promises to go far 
beyond the failure of 1857. Then the liabilities as first 
reported were six millions sterling; now they are reported to 
be ten millions; then the amount of liabilities was greatly 
reduced after going through the hands of the professional 
accountants, and the bank was able, in about a month, to 
resume business with an enlarged circulation and increased 
business ; now the loss shown by the balance sheets, after 
an official investigation, is about £ 5,200,000 ($26,000,000 ) 
which is said to be in addition to the capital of £ 1,000,000, 
making a total loss of more than $30,000,000. The loss, 
therefore, to Great Britain by this one institution exceeds 
half the capital of the National banks of the city of New 
York, and the entire capital of such banks in the State of 
Connecticut. 

The LZconomist, writing immediately after the failure, and 
before the official invéstigation (October 5th) says, “The 
circumstances which led to the failure are obvious enough; 
and the investigation which must immediately take place, 
will undoubtedly show, that the reckless trusting of enor- 
mous sums to a few large and insolvent firms, which has 
brought on the final catastrophe, had been continued for a 
very considerable space of time. The question arises—with 
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such large sums of paper in circulation, some of it based on 
transactions representing fixed advances rather than commer- 
cial business—how had the bank continued to remain in 
credit so long? But here the feeling of confidence in the 
system of Scotch banking, which a long series of years has 
produced, came in, and operated in a manner which will 
eventually be found, we fear, to be extremely prejudicial to 
the interests of the shareholders. For many years, for a 
period, indeed, extending beyond the lifetime of many per- 
sons, it has been the boast of the Scotch that no depositor, 
or holder of any security belonging to a Scotch bank, has 
ever lost a sixpence by trusting to it. This immunity from 
loss, on the part of the depositor has been obtained, it is 
true, notably in the case of the Western Bank of Scotland, 
at the cost of the shareholders; but as far as the public 
has been concerned, the security has been absolute. Hence, 
though a mistrust, but too well founded, on the part of 
many interested in banking existed in the mode of doing 
business of the City of Glasgow Bank, yet the confidence 
even of bill brokers and bankers was only gradually broken 
down by the enormous quantity of acceptances in circulation, 
while that of the general public was maintained to the very 
last moment. Even on Tuesday, the 1st, the day preceding 
the failure, the shares of the bank, with £ 100 paid, were 
dealt in at 235%, and the ordinary business of the bank 
was carried on, it may be said, quite as usual till the end 
of the afternoon on which its operations came to a close. 
There was no run, or any semblance of a run; there was no 
local discredit; but when the other Scotch banks came to 
the conclusion that they could give no assistance, the con- 
cern suddenly stopped because it was utterly rotten. . . . 
When the investigation is made, the rock on which the con- 
cern split will be found to be the old one of a direction 
working in a vicious circle and recklessly advancing large 
amounts to themselves and their own friends. With scarcely 
an exception the directors were connected with the names 
on the bills in circulation, and with the firms to which the 
advances were made.” — 

American readers may possibly need the explanation that 
“bills in circulation” means bills receivable which have been 
taken by the bank and floated with its acceptance or indorse- 
ment—a style of banking nearly unknown in this country, 
but very common in Scotland and, we believe, throughout 
Great Britain. 

The official investigation, the results of which were made 
public on the 18th of October, confirmed the worst fears 
thus expressed by the Lcenomist. Among the assets, figure 
shares of the Erie Railway, bonds and stock of the Western 
Union Railroad of Wisconsin, and scrip of the New Zealand 
and Australian Land Company, the latter for nearly five 
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millions of dollars, an amount equal to the bank’s capital. 
Millions of pounds sterling are also said to have been thrown 
away in supporting hopelessly rotten firms in the East India 
trade. 

Mismanagement and misadventure are, however, not the 
worst things charged upon the institution. The report of the 
examiners shows the practice of the grossest deception and 
fraud on the part of the directors. The Scotch banks, under 
the act of 1845, are not limited in their bank-note issue, 
as are the English private and joint-stock banks, under the 
act of 1844, but they are required to hold specie against 
any excess of notes issued beyond the limit of uncovered 
circulation established by that act. Since the beginning of 
this year, the weekly statements, which the law obliges to 
be published, have been falsified to meet the requirements of 
the law. In some instances, as large an amount as £ 300,000 
has thus been falsely sworn to as being in its vaults in 
specie. 

In their reports to the shareholders, the directors have over- 
stated the cash, under-stated the loans, and fraudulently rep- 
resented worthless securities as good assets. The shareholders 
are individually liable as partners, each for the full amount of 
the bank’s indebtedness. A call has already been made upon 
them to contribute £ 500 per share, or five times the paid-up 
value of their shares. As many of them will be unable to 
respond to this call, the ultimate loss will fall upon the 
smaller body of wealthy partners, and it is needless to say 
that many of them will be ruined. 

The City Bank has 133 branches, a larger number than 
any other bank in Scotland. In the latest statement of the 
Joint-Stock Banks of the United Kingdom, which has been 
published in the Zconomist (number of May 18, 1878), the 
amount of its deposits and accounts current exceeded forty- 
one millions of dollars. At the same date its surplus fund 
was represented at £ 598,000, or nearly sixty per cent. of its 
capital. It divided at the rate of eleven and twelve per 
cent. per annum, and its shares, as already stated, sold up 
to the day of its failure, at 235 on a par of too. A great 
deal of the suffering which the failure will most immedi- 
ately and widely entail, will fall upon its depositors, who 
doubtless number many thousands, but it will extend to all - 
classes of business depending on banking facilities. We have 
seen it somewhere stated that the other Scotch banks have 
offered to advance to the depositors to the extent of fifty 
per cent. 

By this lamentable and scandalous disaster, another proof 
has been added to many which have passed into history, 
that the joint-stock banking system of Great Britain is by 
no means equal to our own in point of safety to stock- 
holders and the public, nor in respect of the principles and 
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practices which enter into its management. We do not hesi- 
tate to assert that such a rotten condition of things could 
not grow up under the National banking system of the 
United States, and that it was never exceeded, if indeed 
equaled, under the much decried State banking systems 
which have passed away. The English love of privacy, and 
intolerance of inspection and control in the banking busi- 
ness have once more been vindicated, and 133 communi- 
ties in which the branches of this great institution were 
established, and hundreds of stockholders in all conditions 
of life, whose entire property is liable to be levied on to 
make good the losses entailed by this gigantic wrong, are 
plunged into suffering and ruin. 

Two lessons force themselves on our attention in connec- 
tion with this failure. The first is, that corporate banking, 
especially when clothed with the function of creating paper 
money, has no right to exist in any country except under 
the safeguard of strict statutes, regulating the methods of 
carrying on the business; and under the constant guardian- 
ship of responsible and capable public officers, whose duty 
it is to know the law and to see that it is obeyed, with 
the right to invoke the processes of the courts, in a prompt 
and summary way, in case abuses are found to exist. The 
second is, that the principle of unlimited liability, so far 
from being a protection to the public, is, in banking busi- 
ness, a delusion and a snare. 

We perfectly understand that our first proposition will 
find no acceptance among those who form financial opinion 
in England. Our contemporary, the Zconomist, will doubtless 
say of it, as it recently said of the needed reforms in respect 
to the keeping of their own reserves by the joint-stock 
banks, “no doubt the system has a good deal to recommend 
it, but it is not the custom among us, and it is better to 
think of improvements which can be made in the existing 
system, than to endeavor to substitute one which would be 
altogether new.” 

A countryman of ours was walking through Suabia, and 
saw a peasant driving a loaded wagon, and about to descend 
a hill. He stopped his horses at the top, and with much 
labor and consumption of time, lashed one of the wheels 
securely to the body of the vehicle. In this condition his 
horses dragged the load down the hill, and at the foot the 
lashings were as carefully removed. Our friend, thinking it 
a good opportunity to enlighten the mind and lighten the 
labors of the German peasant, explained to him that in his 
country wagons were furnished with a lever brake, by which 
the driver could, by the pressure of his foot, stop the rota- 
tion of the wheel. His only reward for this valuable piece of 
information was a shrug, and the complacent remark, “we 
don’t do it so in this country.” 
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Excessive credits granted to a few customers, by means of 
which the capital owned by the bank as well as that bor- 
rowed of the public, through deposits and circulation, is first 
locked up and finally lost, are among the vicious practices 
which may be and are easily prevented by statute and 
supervision. Without some such restraint, credits can hardly 
ever be kept within safe bounds. It is the same with accom- 
modations to officers and directors, which are among the 
commonest methods of perpetrating fraud when there is no 
public supervision of a searching character. 

The directors of the City Bank are charged with recklessly 
advancing large amounts to themselves and their own friends, 
and with being, with scarcely an exception, connected with 
the names on the bills in circulation, and with the firms to 
which the advances were made. This is the old and ever- 
recurring experience, and it will never end so long as bank 
managers are left to their oaths and consciences alone to 
keep them out of vicious courses. 

Our second proposition—that the unlimited liability of 
bank’s shareholders is not a benefit to the public, but, on 
the contrary, a snare, will perhaps be received with suspicion 
and incredulity ; but many years of observation and experi- 
ence in banking business have confirmed us in that opinion. 
We perfectly remember the Scotch failures of 1857, and the 
circumstances which gave rise to them. We believed then 
that they were largely due to the false basis on which those 
institutions traded with the public, and the new failure 
shows that the false relation has been continued to the 
present time, in spite of the former warning and former 
punishment. The Glasgow banks have been allowed to do 
a hazardous business—have been helped to do it, in fact, 
have been permitted openly to violate the most sacred prin- 
ciples of financial management, because they had very rich 
stockholders—noblemen with vast estates, retired capitalists 
with great realized fortunes, and wealthy merchants still in 
active business. This principle of according credit is utterly 
unsound, whether the business be banking or any other mer- 
cantile or producing occupation. The thing to be trusted 
is the transaction, not the individual. If the transaction is 
bad, it is very hazardous to overlook it, because the wealth 
of the actors in it seem to provide a sufficient guaranty in 
case of miscarriage. It is as clear as sunlight, that if con- 
tinued long enough miscarriage and loss will be the culmi- 
nation of bad business. 

In according credits “it is the first step that costs.” A 
mistake made in the inception can rarely be recalled, or if 
recalled, it is at the cost of angering a customer who 
might have been turned away in the beginning without 
offence. Rich men may be trusted with money so long as 
they give good specific ‘security, even though they squander 
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the proceeds of the loan, but they have no right to borrow 
it for uses which are not legitimate, on the faith of their real 
or reputed unpledged wealth. 

This is precisely what has been done in Scotland. The 
City Bank of Glasgow, through its numerous branches, has 
solicited and obtained credit from all classes of people in 
that country. It has obtained it by the circulation of its 
notes to the amount of some four millions of dollars, and by 
the receipt of funds in deposit, in excess of forty millions. 
Its business has probably been very little understood away 
from the head office ; and even there its transactions were 
veiled in such obscurity, that its shares sold, up to the last 
moment, for more than three times their face value. Yet, it 
was, all this time, sapping the foundations of its solvency by 
excessive loans to business houses, by speculations in stocks 
and bonds, and by promoting and _ sustaining worthless 
foreign ventures. 

Without any full or exact knowledge of its methods of 
business, it will no doubt be found that the bank was a 
heavy borrower in the London market. This was the case in 
1857, when it rediscounted its receivables to a very large 
amount, in London, although the Scotch banks at that time 
had not, as they now have, any branch offices there. It is 
reported that its unsound condition has been known for some 
months past, in banking circles. It is unaccountable that 
this knowledge did not reach its immediate constituents, and 
cause a heavy decline in its shares, or a run on its deposits. 
Probably the largeness of its dividends and of its pretended 
reserve fund have blinded the public and prevented inquiry. 

Its final failure is doubtless attributable to the growing 
scarcity of money in Great Britain, under the pressure of 
which many long deferred collapses must occur. The 
Economist, of September 2ist, says that “it is undoubtedly 
the fact that the outer market is_ relatively considerably 
poorer this year than last.’ Prolonged inactivity in business 
circles, the closing of many great industries, and not 
improbably the impairing of British capital by over-spend- 
ing, against which Mr. Rathbone has raised his warning 
voice, are together applying a sharp corrective to unsound 
methods of business. If from these bitter experiences wis- 
dom can be gathered for future guidance, the losses of the 
present time will be partly compensated. 

GEORGE WALKER. 
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FINANCIAL POSITION OF THE GOVERNMENTS OF 
EUROPE. 


The present financial circumstances of the governments of 
the principal countries of Europe are attracting a good deal 
of attention among the bankers of the United States. 

In Great Britain, from the persistency of the commercial 
depression, the public revenue has already lost what the 
statesmen of that country have been in the habit of calling 
its elasticity. That is to say, the same taxes no longer yield 
more, year by year, as they ordinarily have done during the 
past twenty-five years. The prospect for the current year is 
a deficit of revenues, as compared with expenditures, to which 
is added the probability of large calls for money for a war 
with Afghanistan. 

In Russia and Austro-Hungary, there are large deficits 
resulting from war with Turkey and the occupation of 
Bosnia. In France and Italy, great schemes of internal 
improvement based on National borrowings, are resolved 
upon. 

A Vienna letter of September 17, says: “The last returns 
of the Russian Imperial Bank have been noted with some 
surprise. The circulation of notes has increased to 1,200 mil- 
lion roubles, although the loan of 300 million roubles suc- 
ceeded perfectly well, as the bank itself has assured us. The 
government has, therefore, not yet repaid anything of its 
debt of 514 million roubles which it owes the bank.” 

A London stock market report of September 14, states that 
“ Russian stocks are dull, because it is found that the sub- 
scriptions to the new internal loan have not produced a 
reduction of the notes in circulation.” 

The Russian situation presents two questions, quite distinct 
from each other. 

The first is, how to obtain the increased revenue needed to 
pay the greatly increased charge for annual interest on the 
national debt, swollen as that has been by the late war with 
Turkey. 

The second is, how to deal with the currency, which is 
really government paper, although issued by the Imperial 
Bank. The war has increased the issue, in round numbers, 
from 7oo million roubles to 1,200 millions, and the deprecia- 
tion compared with gold, is forty per cent. 

It was supposed that the recently effected Russian internal 
loan of three hundred million roubles, would be applied 
wholly or mainly to a reduction of the paper currency, and. 
an improvement of its value. It is now known that no part 


909 
“<< 





338 THE BANKER’S MAGAZINE. [ November, 


of it was so applied, afd it is probably uncertain at what 
time Russia will take any action at all in respect to the 
paper currency, and what that action will be when taken. 
On more than one occasion, heretofore, when the paper rouble 
has been much depreciated, Russia has redeemed it, not at 
its nominal value, but at its actual market value, which, at 
the time of the Russian currency reform of 1839, was three 
and one-half paper roubles for one of silver. 

In L’Economiste Francais, appears a spicy account of a dis- 
cussion on this subject, September 5, in the Paris Society of 
Political Economists. The discussion was commenced by 
M. Horn, manager of the /ournal of St. Petersburg, who said: 


Russia has at this moment a circulation of 1,200 million roubles, 
worth sixty per cent. of their nominal value, that is to say, only 
worth 720 millions. The depreciation has been borne; everybody 
has been‘ equally affected by it; it is the same thing as if nobody 
had suffered by it. The Imperial Government must now ask itself, 
whether there is anything better to do than to squarely accept the 
fact of the depreciation of its paper, and, better still, to profit by it 
as a means of escaping the bad predicament it is in, by unloading 
itself by a stroke (x coup) of internal bankruptcy. That is a deli- 
cate matter, and Messieurs, what do you think of it? 

Most of the “Messieurs’’ thus addressed, opposed these 
ideas of M. Horn, and invoked Russia to economize, to 
reduce its army, and submit to all the sacrifices needed to 
sustain its national credit, holding up, in that respect, the 
examples of France and the United States. There were, how- 
ever, some exceptions. For example, M. Garnier, a French 
Senator, said : 

For himself, he had no compassion for Russia. She is in a bad 
way. Very well. Let her liquidate her own balance sheet. They 
talk about a loan. He himself would never lend a sow to Russia, 
as it would only encourage her to embark in some new war. But 
her creditors—the possessors of the paper which they see sinking in 
value every day! So much the worse for them. Let them arrange. 
It is not our affair. 

Mr. Daniel Wilson said: 

At whatever cost, there must be a bankruptcy, so that Russia 
may be disembarrassed of paper money. That is better than to 
leave industry and commerce to perish. 

M. Horn, speaking a second time, said that the situation 
was embarrassing, and that the Imperial Government would 
take no action in the direction of a bankruptcy, partial or 
total, internal or external, but leave commerce to get along 
the best way it could with the fluctuation of the paper 
money. This is what the French call an expectant policy, 
which we call drifting, and which Micawber called looking 
for something to turn up. If what turns up is a war with 
England about Afghanistan, the 1,200 millon roubles, instead 
of being reduced to 700 millions, may be expanded to 2,000 
millions. 
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The finances of Austro-Hungary, as affected by the large 
expenditures already incurred, and the larger ones expected 
to be incurred, by the occupation of Herzogovina and Bosnia, 
are attracting great attention among the bankers of Europe. 
A large part of the public debts of Hungary are owned outside 
of those countries, and especially in Germany, although. they 
are, or have been, considerably dealt in by English investors. 
The English, however, until about two years ago, were more 
inclined to Russian stocks, than to the Austrian. 

A Vienna letter of September roth, says: “The Austrian 
State debt has increased by eighty-five million florins 
($42,500,000) within the last ten months. The Austrian 
military administration is doing all in its power to get in the 
“tenth” in Bosnia, so as to provide corn for the army, but 
still a loan will be required before the occupation has been 
completed.” 

The “¢enth”’ referred to, is the tithe of the agricultural prod- 
ucts exacted as a government tax by the Turkish system of 
administration. 

Another Vienna letter (September 17th), states that— 


The German and Austrian Bourses are still depressed. They are 
influenced by the affairs in Austria and Hungary, because in Ger- 
many Austrian and Hungarian speculative securities and investments 
form the great bulk of business. It is generally believed on the 
Bourses that the occupation of Bosnia will cost Austria much greater 
sacrifices than even the pessimists predicted. If even the assertion 
of the Commander-in-Chief, who declares that the pending opera- 
tions of his troops will enable him to pacify all Bosnia, except the 
south-eastern part and Novi Bazar, within four weeks comes true, 
still the costs will be enormous for a long time to come. The Neue 
Freie Presse calculates that the costs for the troops, etc., amount at 
present to one million florins (nearly $500,000) a day. It is supposed 
that the credit of sixty millions will be used up before the middle 
of October, and a military authority, just returned from Bosnia, 
asserts that for the winter a loan of one hundred millions will have 
to be made. 


A Vienna correspondent (September 15) of JZ’ Economist 
Frangais, states that only a portion of the credit of sixty mil- 
lion florins had been obtained by the sale of national stocks, 
as the market for them was declining and _ sensitive. The 
average fall of the Hungarian and Austrian stocks, from July 
13 to August 10, was 1.28 per cent., and from August ro to 
September 7, was 2.91 per cent., making an aggregate fall of 
4.19 per cent. 

Since the dates of the above quoted advices from Vienna, 
the military intelligence from Bosnia has been much more 
favorable to Austria. But, on the other hand, the agitation 
in Hungary against the whole enterprise of the occupation 
of the Turkish Provinces has become more pronounced and 
even violent. 

The inherent difficulty of the Austro-Hungarian financial 
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position is, that the empire is loaded down with debt, always 
to the water’s edge, and generally under water. It is in no 
condition to take on new loads, even if they are light. 

The Vienna correspondent (September 24) of the London 
Economist says : . 

The Minister of Finance is doing all in his power to obtain money 
upon the lowest possible terms. Thus, he took a loan from the 
Vienna Savings Bank, at the lowest practicable rate, to the amount 
of nine millions, The Savings Bank cannot, however, grant loans 
except on mortgages. He has, therefore, mortgaged the new and 
unfinished palaces of the Court of Justice, the University, and the 
House of Parliament. This is, of course, but an act of formality. 

Such an act may be only a “ formadlity,” but it is a kind of 
formality which a great empire had better avoid. What 
would be thought of a mortgage on the Capitol at Wash- 
ington, by way of a “formality,” to obtain means for a cam- 
paign on the plains against Spotted Tail? 

The projected operations of the French and Italian govern- 
ments, in public improvements, are on a gigantic scale. They 
will attract the attention of the industrial interests in their 
bearing upon the employment of labor, and the demand for 
raw materials, notably iron. They will attract the attention 
of bankers in other aspects, as affecting the use and absorp- 
tion of moneyed capital. They are likely to keep French 
money at home, and, in the case of Italy, they are likely to 
attract the money of other nations, if the credit of the 
Italian government has sufficient attracting power. 

The French government proposes, in addition to some pur- 
chases of railroads now belonging to private companies, to 
expend annually 400 or 500 million francs (seventy-five to 
ninety-four million dollars) principally upon new railroads, 
but partly upon improving harbors. The financial bases are, 
first, a present annual surplus of (say) fifty million francs, 
and a credit strong enough to command money at something 
less than four per cent. The government has recently decided 
to take into its own hands the construction of a net-work of 
city railroads for Paris, taking it out of the hands of the 
Paris municipal authorities. The cost of these metropolitan 
railroads, is computed at 120 million francs, and the net 
annual profit is computed at seven per cent. 

The Italian schemes are not so large, but that is only 
because Italian finances and credit are not so strong. Italy 
is poorly supplied with railroads, and it is not doubtful that 
the government of that country intends to construct as many 
miles as it can in any way command the means for. 

In a speech made at Boulogne two months ago, M. Leon 
Say, the Minister of Finance, is reported as saying: 

The savings of the public were arriving in abundance, and the 
Treasurer could now borrow at under four per cent. for seventy-five 
years, at a moment in which the English treasury was placing its 
six months’ bills at from three-and-a-quarter to four per cent. The 
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credit of the two nations was now approaching the same level, and 
this was the first time in the history of France that such a thing 
had been seen. The Government was not taking more money than 
could be spared.from the public savings, and the 400 or 500 millions 
(of francs) to be expended in public works only represented the 
annual outlay by private companies for railways, canals, ports, etc., 
during the last twenty years. With respect to the question whether 
the works, which would certainly be useful to the country, would 
weigh heavily on the Budget, he might say that the taxes would be 
more easily paid.in proportion as the country was richer. The Min- 
isters were, therefore, without disquietude for the future; they were 
acting with great prudence; and all that was required for success 
was peace abroad and the consolidation of the Government at home. 

These observations of M. Say sufficiently illustrate the line 
of arguments, which make these projects acceptable to the 
French people. No strain upon capital and labor is appre- 
hended, because the government proposes an annual amount 
of fixed investments, not greater than had been so invested 
by private companies for twenty years past, and probably not 
so great as would be invested for twenty years to come, if 
the government did not step in and do what private com- 
panies have heretofore done. Those who have raw material 
and labor to dispose of naturally favor this policy, as do the 
local interests to be specially benefited, and the French 
owners of moneyed capital, who prefer French Rentes to any 
other security. To the French Finance Minister, nothing 
seems to be more prudent. The conditions needed for suc- 
cess are merely peace with other nations and quiet at home. 
Those are great blessings, and in millennial days the enjoy- 
ment of them will be stable and assured. The optimism of 
M. Say must be of a very robust character, if he can predi- 
cate a great policy upon the basis that they will now 
remain undisturbed. It is only the other day that France was 
saved from a revolution, only because Marshal MacMahon, 
proving unexpectedly on this occasion more of a statesman 
than a soldier, yielded peacefully at the last moment, to an 
adverse majority in the Chamber of Deputies. With all the 
nations of Europe, France included, on a permanent war 
footing, and with social agitation honey-combing every one of 
them, it is strange to hear European statesmen speak of 
external and internal peace as conditions to be relied on in 
prosecuting enterprises to run through a long term of years. 


eee 


DesT OF PAkIs.—The Paris correspondent of the London Lconomist, says 
under date of September 12, 1878: 

“The debt of the city of Paris has grown with surprising rapidity. The 
first funded loan was raised in 1855; this was followed by six others, and the 
sum remaining due on the seven loans is 1,558,211,700 francs ($ 292,943,800 ) 
in addition to the floating debt, the principal one being for 270 million francs 
to the Credit Foncier. The credit of the city is excellent, and all its loans 
are above par, including the three-per-cent, bonds with lottery drawings.” 
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THE SILVER MARKET. 


The London Lconomist, of September 28, publishes tables of 
the British imports and exports, prices, etc., of silver for 
several years. 

The variations in the annual aggregates of the imports 
have arisen mainly from the variations in imports from one 
single country, Germany : 


IMPORTS. 
Average of ten years ending, From Germany. Total Imports. 
£ 810,000 ois £ 10,680,000 
51304,060 “ 13,578,269 


Lf ie 13,747,558 e 21,710,814 
1878 (eight months) 3,552,127 ve 8,521,537 


EXPORTS. 


Ten years’ average. To India. To China. To France. Total Experts. 
& 2,780,000 . £530,000 .£ 1,950,000 . £ 9,430,000 
8,229,124 . 1,249,729 . 1,832,919 . 12,948,334 
TT 14,313,043 . 2,047,085 . 767,574 + 19,436,773 
1878 (eight months) 3,466,406 . 1,480,825 . 1,116,720 . 8,307,720 


BAR SILVER—PRICE PER OUNCE IN LONDON, 


Highest. Lowest. Average. 
d. d. 


da. 
First half of 1877 584 ‘is 53. a 5514 
Second ‘“ 5558 ans 5334 Se 54% 
First 7 55% a 5214 a 54 
Second ‘* 1878 (to date). 5234 a 51% oe 52% 


MOVEMENT IN THE PAST TWELVE MONTHS, 


Sept., 1877. Sept., 1378. Fall. 

d. d. d. 

Silver, per ounce 54% ie 5158 ry 25% 

Mexican dollars, per ounce.. 53% me 5034 es 23% 
One table shows the annual payments to India in settle- 
ment of the constant trade balance in its favor, these pay- 
ments being made partly by sending silver thither, and partly 
by Government drafts on India, representing chiefly the 
annual interest money which India is obliged to pay in 

London : 
PAYMENTS TO INDIA. 


Silver. Government Drafts. Total. 


4 2794479 +. £ 13,939,005 -. £ 16,733,574 
6,683,431. 13,285,673. 19,969, 109 
3,231,266 ae 10,841,615 - 14,072,881 
8,229,124 te. 11,513,233 19,742,357 


14,331,643. 8,637,530... 22,909,173 
3,446,406 ae 11,000,000 in 14,466,406 


This table explains, to some extent, how India was able to 


pay for the extraordinary amount of silver sent thither in 
1877. The India Council in London drew on India for a 
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less amount in that year, and instead of drawing, made loans 
in London for the account of India. This enabled India to 
apply more of its constantly favorable balance of trade to 
the purchase of silver. This year, the India Administration 
in London, instead of drawing on India for less than usual, 
is drawing for more than usual, or at the rate of £16,500,000 
per annum, to provide for last year’s temporary loans in 
London. Of course, India, having larger Government drafts 
to meet, has less capacity to import silver. 

The Zconomist is right in saying: “As long as the Indian 
Government continue to draw bills at the rate of £16,000,000 
a year upon India, and as long as trade in the Presidencies 
is slack, the Indian exchange may be expected to remain 
depressed, and the leading silver market closed to advanced 

rices.” 

. But we differ 7 fofo from the following conclusion of the 
Economist : 


“Recently the East has been so glutted with silver that it 
will take some time to work off the surfeit.” 


A “glut” or “surfeit” in India, of silver, which is the 
money of India, would be manifested by its depreciation, 
that is, by a rise in the general range of prices. Nothing of 
the kind appears. On the contrary, prices in India are 
unusually low. It is not a “surfeit” of money, but an urgent 
demand for it, which these low prices indicate. It is only 
by low prices, that India, or any country, can make an effect- 
ive demand for money upon the rest of the world. India is 
now importing comparatively little silver, not because there 
is any “surfeit,” but because the means of India to pay. for 
it are temporarily crippled by the effects of famines and by 
the extraordinary magnitude of the drafts of the India Ad- 
ministration in London. 

It is stated in the same number of the Zconomist, that on 
the 27th of September, when the market rate was 5134d. per 
ounce, the agents for the German Government sold in Lon- 
don £100,000 of silver. This, of course, attracted attention, 
as that Government has been out of the market as a seller 
for some time, and as its semi-official hints have been, that 
it would not sell below 54d. The German Government is 
not in a very good condition to carry silver, as its revenues 
are falling off seriously, and its issues of short Treasury 
notes are large. The general view in Europe is, that even if 
Germany was wise in demonetizing silver, its methods of dis- 
posing of it have been very impolitic, and have caused a 
greater perturbation of the market than need to have 
resulted therefrom. 

The following is a comparison of the movement of silver 
in Great Britain during the month of August in 1877 and 
1878: 
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August, 1877. August, 1878. 
PONGORES: scans cépaastnncndinness sonatarsion’ i aa 4 468,742 
Exports 1,954,454 pan 487,245 

Very little silver has been sent to India and China during 
the past summer, and very little has arrived in London from 
Germany. A considerable part of the silver remittances to the 
East, by British merchants and bankers, are now effected 
by means of orders for silver to be sent direct from San 
Francisco to Hong Kong and China. 

During the month of August, only £ 130,850 in silver was 
sent from England to India, as compared with ¥ 1,623,030 
sent during August of last year. Comparing the same 
months the decline in British silver exports to China 
(including Hong Kong) was from ¥ 143,091 to £ 5,351. 

When England ceases to receive supplies of demonetized 
silver from the continent of Europe, there is no reason why 
its dealings in that metal should ever recover their former 
magnitude. San Francisco is the natural market of the sil- 
ver of Mexico and South America, the great bulk of which 
is mined on the Pacific coast, and furthermore, silver is 
worth more in San Francisco than in London, the latter being 
more remote from Asia which is the great and constant pur- 
chaser. London has had, until lately, a monopoly of selling 
East Indian and Chinese exchange and credits, but is now 
encountering a sharp competition from the banks and bankers 
of California. 


THE SUBSIDIARY SILVER COINS. 


Under existing laws, or, at any rate, under the executive 
administration of existing laws, the people are subjected to 
constant annoyance and loss from our subsidiary silver. 
Probably the new coinage of that description under the 
Resumption Act of January 14, 1875, would not of itself have 
been sufficient to cause the glut and depreciation which we 
are-witnessing. But the quantity in existence of the subsidi- 
ary silver of former coinage has proved to be far greater 
than anybody supposed. Those old coins have come out 
from their hiding places in such numbers, that the old and 
new together are more than can be floated at par with our 
actual currency which is the greenback, inasmuch as there is 
no government redemption of those coins, and inasmuch as 
the Government will only receive them for taxes less than five 
dollars, or, when the tax exceeds that sum, then for only any 
fractional part of a dollar. The result is that many banks 
decline to receive them on deposit, or in large payments, and 
all business establishments which receive a good deal of 
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money in small sums, find themselves overloaded with these 
coins and unable to get rid of them without considerable 
loss. This is a practical, every-day grievance, to put an end 
to which is among the first duties of Congress. 

No government is justified in issuing subsidiary coins and 
forcing them upon the people, without assuring to them in 
some way a parity of value with the standard of money in 
general use. This parity may be assured by a government 
redemption of subsidiary coins, or by making them receiva- 
ble without limit for taxes. All the money in use, great 
and small, should be of equal and interchangeable value, and 
every civilized government, except ours, is careful to secure 
that equality. It is only recently that our Government has 
failed to perform its plain duty in that respect. 

Spain, France, Italy, Belgium, and Switzerland, have 
systems of subsidiary silver coins depreciated by an excess of 
alloy, but in all of them those coins are currently inter- 
changeable in the market with full standard coins, by being 
made receivable for all taxes, without limit. Germany, Hol- 
land, and the Scandinavian States secure the market cur- 
rency of their subsidiary silver coins, not only by receiving 
them without limit for all taxes, but by redeeming them in gold. 
England secures the same object by the different method of 
leaving ‘the business of supplying the market with silver coins 
to the Bank of England. It is only on the demand of that 
bank that they are minted, and the bank calls for no more 
than the market requires. 

In this country the fractional paper currency, now nearly 
retired from use, was kept at a parity with the greenback, 
by the right of the holders of the fractional currency to have 
them redeemed in greenbacks, when presented in sums of 
five dollars, or its multiples. 

The latest circular from the Treasury Department as to 
receiving subsidiary silver for taxes was issued October 7, 
1878, and. will be found elsewhere in the present number of 
the BaNKER’s MAGAZINE. 

As a legal proposition, we believe that the subsidiary sil- 
ver coins are, under existing laws, a good tender for all U. 
S. taxes, including custom-house duties, and without limit as 
to amount. In deciding otherwise, the Secretary of the 
Treasury has, in our opinion, overlooked the fact that the 
receivability of different kinds of money for taxes is regu- 
lated by one class of laws, while the legal-tender power of 
money, as between individuals, is regulated by another class 
of laws, and that the two things are wholly distinct and 
independent of each other. But, as there is no short and 
practicable method of bringing the correctness of the Secre- 
tary’s decision before the courts, it must be taken as we find 
it, and be dealt with by new legislation. 

Near the end of the last session of Congress, Mr. Stephens, 
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of Georgia, reported, from one of the House Committees, a 
bill which was passed by the House promptly and with lit- 
tle opposition, to increase the legal-tender power of the sub- 
sidiary silver coins from $5 to $20, and to make them 
redeemable at the treasury in lawful money of the United 
States, when presented in sums of $100, or its multiples. 
For ourselves, we take no special interest in the precise 
extent of the legal-tender power of those coins. The late 
fractional paper currency had no legal-tender function what- 
ever, but it was entirely current by reason of its redeema- 
bility. The main point of the bill of Mr. Stephens is the 
redemption which it provides for subsidiary silver, which will 
immediately and completely remedy the difficulty from which 
the country is suffering. The subsidiary silver will be at 
once made of equal market value with lawful money,: and 
will, of course, be received in all amounts by the banks, and 
there will no longer be any annoying brokerage upon it any- 
where. Perhaps it ought to be made redeemable in less sums 
than $100, but that is a matter of detail, remediable by 
amendment in the Senate, if, upon full advisement, any 
amendment is thought to be required. 

The suggestion may be made that redemption in gold or 
in full-weighted silver coinage, rather than in lawful money, 
should have been provided. After resumption, it will be 
indifferent whether the redemption is in coin or in lawful 
money, if resumption is permanent, as we all hope and 
expect.it will be. But contingencies, even if improbable, 
must be provided for in making laws for a long future, and 
there may occur short periods, after resumption, when the 
actual currency will not be coin, or paper convertible into 
coin, but paper lawful money, which is the actual currency 
to-day. During such periods, the subsidiary silver, if redeem- 
able in gold, or in full-weighted silver coins, would all be 
sent in for such redemption and disappear from circulation, 
if the premium on gold and full-weighted silver coins was 
large enough to be appreciable. The bill of Mr. Stephens 
guards against that contingency, and secures to the country 
what is always indispensable, a supply of small money for 
retail transactions. It is to be hoped that the Senate will 
pass the bill at an early day during the approaching session 
of Congress, with any amendments, not affecting its main 
principle, which consideration and discussion may show to be 
wise. 

Two amendments of the bill of Mr. Stephens occur to us, 
as deserving to be discussed : 

1. To put an end to any doubt which may arise under 
existing laws, that the banks may count as a part of their 
reserve of lawful money, such amounts of subsidiary silver 
coinage as they may have on hand. There can be no objec- 
tion to this, after such coinage is made convertible into law- 
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ful money, and if the banks are authorized, beyond any 
doubt, to count this coinage as a part of their reserve of 
lawful money, there will be no reason why they should not 
freely receive it on deposit and in payments. 

2d. To provide expressly for the  receivability, without 
limit, of the subsidiary silver coinage, for all debts, dues, and 
taxes, of the United States, except custom-house taxes. Upon 
general principles, it is indefensible for a government to 
issue any coin, which it will not itself receive at the nominal 
value of such coin. There may be exceptions, founded upon 
special reasons, but no such reasons exist against the adop- 
tion of the proposed amendment. As the custom-house 
taxes are set apart to pay interest on the bonded National 
debt, a fair reason does exist for not receiving at the cus- 
tom houses any kind of money which cannot be used in pay- 
‘ ment of interest on the bonded National debt. But that view 
does not apply to internal taxes, or to other debts and dues 
to the United States. Unlimited receivability for internal 
taxes, and convertibility at will into lawful money, will give 
the completest freedom of circulation to the subsidiary silver, 
and put a final end to the losses and irritating brokerages 
waich now attend it and make it almost a nuisance. 

A statement from the Bureau of Statistics, specifying the 
different kinds of silver imported into this country during 
the first seven months of this year, partly solves the mystery 
of the unexpected reappearance of so many of the old sub- 
sidiary silver coins. Among these imports during the seven 
months, are $2,564,712 of small American silver coins. There 
were few exported. The entire export, during the same 
period, of American silver coins of all kinds, was only 
$ 1,539,238, and these are stated to have been “ mostly trade 
dollars.” For the succeeding two months (August and Sep- 
tember ), we have returns of the importation into the port of 
New York alone of American small silver coins. The 
amount was $632,000, while the export was only $ 107,000. 

After 1862, when the metals ceased to circulate here the 
silver coins we then had, and ali coined afterward down to 
1876, went abroad, and largely to the West Indies and South 
America. Many of these are now coming back, partly 
because silver coin has again come into use in the United 
States, and partly because some South American countries, 
such as Chili, Peru, etc., have been driven into paper-money 
systems. It is reported that our mint officers have advices 
that the import of these coins from those quarters will 
probably continue to be large. 
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THE SILVER CONFERENCE IN PARIS, 1878. 


A quite general misapprehension exists as to the opinions 
expressed by the different delegates at the recent silver Con- 
ference. The European deiegates unanimously voted in favor 
of certain general resolutions, but in signifying his adhesion, 
Count Rusconi (Italy) stated that the Conference had not 
decided a ratio of value between gold and silver to be 
impossible, and he argued that as under the French law 
only slight fluctuations occurred, no matter what the produc- 
tion of either metal, so a bi-metallic treaty between France 
and England and the United States might fix a ratio on an 
unshakable basis. 

The statement of M. Leon Say (France) is particularly to 
be considered, as, with the codperation of France, the United 
States could safely combat the influence of Germany and of 
England in favor of a general gold standard. 

To compare the position of France at the silver Conference 
called by this country, with the position taken by France in 
the Conference of 1876, when the support of this country 
was absent, we quote from the London LZconomist as follows : 


For ourselves, deeply interested as we are in the question as regards 
its connection with India, we desire to look at it without indulging 
in illusions. And it is well to recall the speech of M. Leon Say to 
the Senate, on 22d March, 1876, where we find him contemplating 
the prospect of England and other foreign countries than France 
having to make sacrifices. He then observed: 

‘The danger is great for us, it is much greater for England, and even, from 
a certain point of view, for the United States. England has a large trade 
with India, and has found it very convenient down to the present time to have 
by her side a reservoir for silver into which she could pour the balance of her 
trade with India. As to the present state of things, does not the demonetiza- 
tion of silver count for something in the fall which is now going on? A com- 
modity which one ceases to employ, for so universal an object as money, must 
lose some of its value. Well, now that the crisis is difficult and silver ceases 
to be money in great countries like Germany, and when we have already 
restricted the production of silver money, and shall still more restrict it, great 
difficulties will probably arise for England in its relations with India. I admit 
I do not see why we should not leave to the countries who are interested in 
it the duty of solving this question, and why we should not continue to keep 
ourselves in an expectant condition which shall not compromise us, and which 
may spare us considerable expense.” 

Our readers will understand from the above quotation from M. 
Leon Say’s speech of 1876, how wide a gulf there is between it and 
the prospect that seems to be held out of France, if we are to 
credit the report of M. Leon Say’s statement in the Congress, being 
sincerely and at heart bi-metallic at the present time. . . . . 

The lesson conveyed by this fall and the course of events in con- 
nection with America and the Bland Silver Act seems, however, to 
have worked the wrong way in M. Leon Say’s mind: and, after hav- 
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ing, in his speeches in the Senate on the silver question, shown a 
disposition towards the passive expectation of a single standard of 
gold becoming a necessity for France, the Americans now gain the 
crumb of comfort to carry away from the Congress that he is at 
heart infected with a “hankering after the bi-metallic heresy.” This 
is fairly the conclusion that may be drawn from his statement at 
the Congress—that France is at heart sincerely bi-metallic. ‘ 

M. Leon Say went on to say, if the report be accurate, that the 
policy of France was to await the moment when she could revert to 
the free mintage of silver. This, and not a gold standard, was her 
goal, and the Conference should recommend the various States to 
legislate, so as not to interpose any obstacle to the eventual adop- 
tion of the free mintage of both metals. 

It is, however, quite possible, from the strong expression of opinion 
on the other side, that the Minister, in such a statement as this, 
may have miscalculated the future action of his country in the mat- 
er, and that he may be holding out an illusory hope to the’ United 
States and to other nations concerned. 

Making due allowance for the hostility of the Economist to 
silver, the report given above is certainly remarkable, and as 
showing the influence of our own country in Europe is grat- 
ifying to our National pride. 

The cessation of the demand for silver by India and China, 
probably caused by the famines in those countries, undoubt- 
edly affects the present market price of that metal, and is 
more than an offset to the limited influence of the purchase 
by our mints of two millions of dollars a month. 

From the Boston Advertiser, one of the most strenuous 
opponents of silver remonetization last winter, we quote the 
following : 

It is, therefore, for the interest of this country that silver shall 
advance, and every patriotic American, whether he favored or 
opposed the silver bill, should desire most earnestly an appreciation 
of the inferior metal in order to mitigate the evils of the law 
changing the money standard, and to secure the assistance of other 
nations. . . . Since silver and not gold is to be the standard, it 
is a duty to use all honorable means to make silver as near a sub- 
stitute for gold as possible. The question is out of politics. The 
mistake has been made, but it would be a second mistake now to 
depreciate what it has been settled shall constitute the standard of 
money. 

Agreeing with these opinions, we believe that a fair trial 
of unlimited silver may, perhaps, be an antidote to the poison 
of “Greenback” paper theories and prove one of the defences 
of the National-bank system. 


Se 


BANK NOTES IN THE MAILs —In reply to an inquiry whether, under the new 
postal regulations, bank notes and greenbacks can be mailed as third-class 
matter, the Post Office Department rules that ‘*‘bank notes and greenbacks 
having written signatures, or signatures added by means of a fac-simile stamp, 
or any other mark or sign added to the original print (engraving), if sought 
to be sent in the mails, would be subject to letter rates of postage under sec- 
tion 156, postal laws.” 
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THE LATIN UNION. 


The treaty of 1865, between France, Belgium, Switzerland, 
and Italy, which constitutes what is known as the Latin 
Union, expires January 1, 1880. Unless notice is given by 
one of the parties, one year prior to that date, it is extended 
for another term of fifteen years. The accounts agree, that 
this notice, which must be given on, or before, January 1, 
1879, will be given by France, but that the treaty may prob- 
ably stil] be continued, with a modification in respect to any 
State which, like Italy, practically excludes the circulation of 
small subsidiary silver coins, by the issue of paper notes 
below twenty francs. The proposed modification is to pre- 
vent such States from enjoying the profit of minting subsid- 
iary coins, with the right to have them circulated in the 
other members of the Union. The issuing State is obliged to 
redeem such coins in full-standard coins of the same metal, 
if presented by the other States, or by citizens of the other 
States, within one year after the expiration of the treaty. 
But until such redemption, the profit on the subsidiary 
coinage is a loan without interest, and there is the still 
larger gain from the loss and disappearance of such coinage. 

The treaty of 1865 did not establish either the double 
standard or the coinage of the metals at the ratio of fifteen 
and a half to one. Both existed already in all the 
States composing the Union. The main purpose of the treaty 
was to establish the receivability, in all the States, of the 
subsidiary coins of either of them. The proportion of subsi- 
diary coinage to populations was defined by the treaty. Inci- 
dentally, the receivability in all the States, of the full-stand- 
ard silver coins of either of them, was also established, but 
there was no limit upon the amount of such coins, and no 
provision for their redemption in coins of the other metal, 
as the present market difference between gold and silver was 
not foreseen. The limitation upon the amount of silver 
coinage of full standard was first made by amendment of 
the treaty in January, 1874. 

6 ———————— 


EuROPEAN BANK STATEMENTS.—At the half-yearly court (Sept. 12, 1878) of 
the Governor and Company of the Bank of England, the Governor is reported 
to have said, in reply to some complaining interrogations of a stockholder :— 

‘“*As to the large amount of £90,000,000 said to be held by the Bank of 
France, perhaps two-thirds of it was silver.” 

The published returns of the Bank of France show the proportion of silver 
in its cash reserve to be less than one-half. The reported language of the 
Governor of the Bank of England also implies a doubt as to the total amount 
of the cash reserve in the French Bank. If the managers of these National 
institutions really distrust each other’s statements, the public may possibly be 
troubled with similar doubts. 
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FIAT MONEY IN ENGLAND. 


The theory of a Government redeemable currency not pro- 
tected by a deposit of coin, dollar for dollar, is a delusion, 
and that of irredeemable fiat money a dangerous experiment. 
Either plan would be so radical a change from our past prac- 
tice and theory that it ought not to be made without great 
deliberation, and, if then, only by an express power from 
the Constitution. To put the control of the volume of delu- 
sive redeemable or of unlimited irredeemable money, (the 
latter being perhaps the less dangerous,) into the power of 
a political body like Congress until there is a direct consti- 
tutional authority for doing so, would be the despotic act of 
a temporary majority. 

The following, from a paper read by Mr. Ernst Seyd 
some months ago on the note issues of the European State 
banks, shows how even the limited and guarded issue of 
what may be called fiat money by the Bank of England is 
claimed to give rigidity to the banking system, when elasti- 
city is so essential to its proper working. We quote from 
the London Zimes its statement of Mr. Seyd’s views: 


As every one knows, the Bank of England, while disclaiming the 
position of a State bank, performs many of the functions usually 
appertaining to State banks, and enjoys among other privileges that 
of a legal-tender note issue. By the Act of 1844 the Bank was 
permitted to issue a certain amount of notes uncovered by coin or 
bullion, and that amount has from various causes grown to be 
£15,000,000. It is the treatment by the Bank of this large sum of 
which Mr. Seyd complains. He is no opponent of “ Peel’s Act;” 
on the contrary, he upholds that act as excellent; but he insists that 
the Bank has failed altogether to carry out its provisions in regard 
to this fiduciary issue. According to the second clause of the act 
this issue was supposed to be in reality of fluctuating amount, vary- 
ing with the demands of the public for money; but the Bank has 
all along treated the £ 15,000,000, or whatever sum it could issue, 
as a minimum, with the result that it frequently has a great deal of 
currency in its possession for which it can find no employment. 
The disturbing effect of this creation of money beyond the wants of 
the nation is seen most strikingly in the constant fluctuations of the 
Bank rate. No other great bank in Europe makes so many changes 
in its rate as the Bank of England. The Bank of France, which is 
in many ways the most admirably managed and remarkable banking 
institution in the world, never issues more notes than the people 
require, and it retains so strong a hold of the money market that 
it has been able to raise its store of bullion from £ 27,000,000 at 
which it stood in 1871 after the war was over to about £ 90,000,000, 
without requiring to raise the rate beyond seven per cent. It has 
retained this bullion too with a rate as low as two per cent. The 
Bank of England, on the other hand, is always either obtaining too 
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much bullion or losing more than it can spare, and its official rate 
is therefore constantly shifting. There have been more than a hund- 
red changes within the past nine years, against less than twenty- 
four changes in the rate of the Bank of France, and while the latter 
has ruled the market and retained its bullion the Bank of England 
has never felt at ease for three months on end. . . . Asa mat- 
ter of fact, the public has at no time in the Bank’s history since 
the passing of the Act of 1844 required a larger note circulation 
than £ 29,000,000, whereas the Bank has created sometimes as much 
as £ 50,000,000, and the notes in existence always exceed the actual 
demand by many millions. The practical effect of this, Mr. Seyd 
contends, is to cause the Bank to depress its rate when the accu- 
mulation of unusable notes becomes large, and these depressions 
invariably produce withdrawals of bullion and sudden rebounds of 
the rate in order to draw it back again. And the result of this con- 
stant see-saw is that the Bank of England never for long retains 
control of the market, which is always either more or less burdened 
with the mass of unusable money hanging over it or frightened by 
an appearance of scarcity of bullion. Thus the Bank of England 
rates range from two to ten per cent., and shift a dozen times in a 
year when such banks as that of France or the new Imperial Bank 
of Germany, which is modeled on the lines of the Bank of Eng- 
land, except as regards its treatment of the note issue, fluctuate but 
twice or thrice, and often then because of the tremulous movements 
continually occurring here. 

Such is briefly the chief thesis of Mr. Seyd’s thoughtful and sug- 
gestive paper, and we lay it before our readers as something well 
worth careful discussion. That the position of the Bank of England 
towards the money markets here and abroad is highly unsatisfactory 
no one can doubt. It is, indeed, increasingly unsatisfactory, and the 
question will grow more and more urgent,—what must be done to 
bring it into harmony with the time? Nothing illustrates this 
unsatisfactoriness more clearly than the fact that the Bank is almost 
entirely out of the market as a discount institution. The amount 
of bills it holds represents a mere fraction of its assets and is a 
lessening amount, and in this it stands out in striking contrast to 
the great institutions of the Continent. It is a dealer in stocks and 
a keeper of the Government accounts, not a banking institution as 
the term should be understood. 


If the issue of fifteen millions of pounds of paper money 
by the Bank of England, for which it does not have to keep 
a full reserve of coin, is open to criticism, with what danger 
and certainty of ultimate failure should we try the experi- 
ment of practically unlimited Government paper ? 

To exchange our surplus products and manufactures for 
silver, with the chance by getting the surplus silver of the 
world, of putting the price of silver to a par with gold at 
our valuation, may be wise or unwise. We are, however, now 
committed to the trial, and it means probably unlimited sil- 
ver and sure inflation; if, in addition to this, we are to have 
an irrepressible and an irresponsible issue of paper, we cer- 
tainly shall be on the broad road that leads to ruin. 








THE DEMAND NOTES AND GREENBACKS, 


THE DEMAND NOTES AND THE GREENBACK 
QUESTION. 


It is a favorite assumption with advocates of the greenback 
theory that irredeemable paper money, if made a full legal 
tender for all debts public and private, including duties on 
imports, would not depreciate. In support of this view the 
assertion has been persistently made, and has too often 
remained uncontradicted, that the $60,000,000 of demand 
notes first issued by the National Government in 1861-62 
were kept always at par with gold because made receivable 
for duties on imports. Hence they argue that if the whole 
issue of $450,000,000 of U. S. legal-tender notes had been 
made so receivable they would not have depreciated. Even 
supposing the assertion in regard to the demand notes to be 
true, it would furnish a very narrow foundation for so pre- 
tentious a superstructure of inference. It would not follow 
that $ 450,000,000 of currency could be kept at par simply 
because $60,000,000 were. No proposition in political economy 
is better settled than that the quantity of an irredeemable 
paper currency has a direct influence upon its value. 

It is not, however, true that the demand notes remained at 
par with gold. From the first half of April, 1862, when the 
greenbacks began to appear in circulation, until the latter 
part of February, 1863,—a period of fully ten months,—the cur- 
rent quotations show that the demand notes were at a dis- 
count as compared with gold amounting at times to as much 
as nine per cent., though from the beginning of May, 1862, 
they commanded a premium over greenbacks. Below are the 
quotations with the amount of demand notes outstanding at 
various dates : 


Quotations of Quotations of 
gold ,_ demand notes Gold value of Demand notes 
Date. in currency. in currency. demand notes. outstanding. 
March 1, 1862 . 10234 @ 10234 . ri — - $57,390,000 
April 12, . 10134 @ 102. par - PB @O8%. — 
May 10, - 10338 + rool - F % 
June 26, » . 1087 @ 109% . 104% @ 104% . about 9534 . 53,040,000 (June 30) 
Aug. 1, . 115% @ 11534 . 105 « # 62.0. — 
Sept. 1, . 116% @ 117% . 110 ‘ 94% . —_ 
& 2, . 11856 @119 . 109% . —_ 
Oct. x, . 122 @ 1223 . 119% P ie 
Dec. 31, 4 . 133% @ 13358 . 127 : 9548 + 14,913,315 
Jan. 31, 1863 . 15934 @160 . 15434 * WR. 
Feb. 28, » . 171% @172  . 172 é too, 6,469,106 


If the demand notes depreciated to this extent when the 
amount issued reached only $57,390,000, or about one-third 
the volume of the bank-note currency, what reason can be 
urged why they would not have depreciated nearly or quite 


23 
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as much as the greenbacks if the issues had been carried to 
the same excess as those of the latter? The payment of 
customs duties could not at any time during the war have 
kept more than fifteen or twenty millions of notes employed, 
and it requires a strong -effort of the imagination to believe 
so trifling a demand could have kept $ 450,000,000 of green- 
backs at par with gold. 

Had the Government made greenbacks receivable for duties 
on imports it is doubtful whether this would have contributed 
in any considerable degree to prevent the depreciation of 
paper money. In that event the Government would have 
been obliged to go into the market as a heavy buyer of gold 
with which to pay the interest on its bonds. The amount of 
greenbacks in circulation and of gold withdrawn from the 
market during the war would not, on this account, have been 
materially less than it was; only, the Government would 
have bought gold instead of the importers. As it would have 
been obliged to buy nearly the same amount as it received 
from imports, less the amount sold, the effect of the trans- 
action on the gold premium would have been substantially 
the same. It was the excessive volume and irredeemable 
character of the greenbacks that depreciated them, not the 
fact that they were not receivable for duties on imports. 

After the gold premium had reached three per cent., the 
demand notes began to be sought as a cheaper medium than 
gold in which to pay duties, and for several months they 
were absorbed in this way at the rate of about § 1,300,000 
per week. It was only when the volume had been reduced 
to $6,469,106, on the 28th of February, 1863, that the demand 
for them became sufficient to bring them to par in coin. 
During this time, in the absence of gold receipts from duties, 
the Government was considerably embarrassed in procuring 
gold sufficient to pay the interest on the public debt, and 
the Secretary of the Treasury, in 1862, sold 7-30 bonds to 
the extent of about $6,000,000 in order to get gold to pay 
the July and August coupons. Later in the year, for the 
same purpose, he adopted the expedient of receiving gold 
deposits at four per cent. interest at the New York Sub- 
Treasury. It was for the purpose of saving the Government 
from the necessity of resorting to such shifts, and to provide 
it with a steady and reliable gold revenue, that provision was 
made for having the duties on imports paid in coin. The 
effort to make this plan appear as a gigantic conspiracy of 
the money power against the public interests shows the des- 
perate shifts to which the advocates of paper money are 
obliged to resort. 

D. P. Baitey, JR. 
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No idea is more commonly expressed, at periods like the 
ota of declining prices, than that somewhere a solid bot- 
tom will be reached, at which the painful descent will come 
to an end, and upon which those who have been lacerated 
and contused in falling will at last find repose. This solid 
bottom is sometimes spoken of as hard-pan, or even with 
more confidence as bed-rock, on which a new structure of 
credit and prosperity may safely be erected. The idea is an 
attractive one, but unfortunately there is nothing in it. 

Undoubtedly, the general range of prices at any time, and 
at every time, must have a basis to rest upon, and this basis 
can consist of nothing else than the circumstances—chief 
among which is the proportion of the volume of money to 
the volume of other things—which govern prices. They must 
always have this basis, or bottom, but from the nature of the 
circumstances of which this basis, or bottom, consists, it is 
not a fixed but a movable bottom, and none the less poten- 
tially movable because it remains for considerable periods 
without motion, or at any rate without appreciable motion. 
The proportion of the volume of money to the volume of 
other things is not the same at all times, nor are any of the 
circumstances which temporarily modify the effect of the 
volume of money upon prices, such as the prevailing temper 
of mankind as respects buoyancy, or depression, or such as 
the multiplication or contraction of credits. 

In what is here said about prices, reference is only intended 
to the general prices of the world, as measured in the 
precious metals, or in paper equivalent to them in value. 
The local prices of particular countries, in paper depreciated 
below the value of the metals, depend upon» the special cir- 
cumstances of each case. 

When it is considered how great the variations are, after 
intervals of time of any considerable duration, both in the pop- 
ulation and commercial exchanges requiring the use of money, 
and in the supply from the mines of the material of money, it 
must be apparent that there is really no such thing as any fixed 
range of prices which can be said to be normal. We have 
had, during the first three-quarters of this century, when the 
increase of the demand for money from increasing population 
and commerce, was, upon the whole, tolerably steady, two 
remarkable fluctuations in prices, resulting from extraordinary 
fluctuations in the supply of money from the mines. The 
first was an increase in the purchasing power of money, esti- 
mated at 145 per cent., from 1809 to 1848, caused by the 
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interruption, by revolutions, of mining in Spanish America. 
The second was a fall in the purchasing power of money, 
estimated at eighteen or twenty per cent., from 1848 to 
1864-5, caused by the great gold yield of California and 
Australia. <A still greater change in prices was effected in the 
sixteenth and seventeenth centuries, from the yield of the 
mines of the New World, which was great in itself, and the 
effect of which was enhanced by the fact that the existing 
stocks, to which it was an addition, were so small. 

It is tedious, and may seem trite and superfluous, to refer 
to such well-known examples of the effect of the volume of 
money upon prices, but in financial discussions, the things 
which are the most obviously true, are precisely the things 
most apt to be overlooked. This may arise in part from the 
fact that financial topics involve, often very seriously, the 
personal, pecuniary interests of individuals and classes, and, 
on one, or the other side of financial topics, the only hope 
of success in controlling public opinion, depends upon divert- 
ing public attention from what is really pertinent to the dis- 
cussion, to what is impertinent, frivolous, and confusing. 

In the case now occupying the universal thought of the 
commercial world, of continuously falling prices, and conse- 
quently of a continuous intensification of industrial depres- 
sion, it would seem that inquiry should direct itself first of 
all to the question, in which of the two chief factors of price, 
the volume of money or the requirements of it, the disturb- 
ing cause was to be found. And inasmuch as the require- 
ments for money can only have undergone since 1872-3, that 
moderate increase which results from such growth of the 
world in population, commerce, and industry, as can have 
occurred within so short a period, it would seem that inquiry 
should have concentrated itself upon the question of the 
change, and of the extent of the change, in the other factor 
of price, which is the volume of money. But it is from that 
precise point, to which public attention ought to have been 
mainly directed, that great and manifestly pre-arranged and 
concerted pains have been taken, to divert attention altogether. 
The public mind has been as completely as possible confused 
and bewildered as to the causes of the present condition of 
things, by innumerable and contradictory suggestions, which 
are uniform and consistent only in the one particular, of 
never naming the most obvious and the most potential cause. 
There are powerful interests which profit by a fall in prices, 
and which reasonably fear that a knowledge of the real cause 
of that fall would lead to a remedy for it, and thus put an 
end to their gains. 

On the face of it, to talk and write about a depression in 
industrial enterprises, which can mean nothing else than a 
fall in prices, without, by any accident, alluding to the 
volume of money, which is one of the two chief factors of 
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price, would seem to be a difficult task. The number of 
nimble pens and nimble tongues which are equal to it, 
proves, however, to be very great. 

Until within four or five years, no such idea had been con- 
ceived of by mankind, as that the volume of money was not 
of primary importance in determining the range of prices, 
or that the precious metals could escape the general rule, 
that value in the markets depends upon the proportion 
between demand and supply. Thirty years ago, many con- 
sidered it certain, and everybody considered it possible, that 
money would fall in value and prices rise, as a consequence 
of the great yield of the material of money in California and 
Australia. Later on, all the discussions in Europe, in respect 
to the demonetization of one of the metals, proceeded upon 
the idea accepted on all sides, that such demonetization, by 
diminishing the volume of money, would check the tendency 
of prices to rise, or cause them to fall from a range alleged 
by many to be too high. The only point of debate was 
whether there was any tendency of prices to rise which 
needed a check, or whether it was desirable to produce a 
fall in the existing range of prices. That a change in the 
volume of money was calculated to change prices, was not 
doubted by anybody. The view that prices are independent 
of the volume of money, and that a depression of industry, 
which consists essentially of a fall in prices, can be intelli- 
gently discussed, without including the element of the volume 
of money, was never heard of anywhere outside of the United 
States, and never heard of here until what is called the sil- 
ver question began to be discussed in the early part of 1876. 

The idea of a fixed normal range of prices is an offshoot 
of this modern and local absurdity that the volume of money 
does not affect prices. Such an idea cannot find a lodgment 
in any mind not obfuscated by that absurdity. Inasmuch as 
the volume of money is known not to be stationary through 
considerable periods of time, and to be occasionally subject 
to perceptible changes within short periods of time, everybody 
who sees that the amount of money is one of the primary 
factors of price, will reject all that is said about bottom, or 
bed-rock, in prices. 

A particular illustration of the folly of what is said of that 
kind, is the frequent assertion that if we get back to the 
prices existing before the war of the rebellion, hard-pan will 
then, beyond all peradventure, have been’ reached. The 
theory of that view is, that the gyrations of prices since 1861, 
first upward and then downward, have arisen solely from the 
irredeemable greenback forced legal tender, which was in its 
early history depreciated greatly by the doubtful credit of 
the Government, and other circumstances, below the standard 
of either gold or silver, and has since been appreciated 
nearly to a parity with what is now the dearer metal, gold. 
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On that view, it is held that when the greenback is made 
redeemable by resumption, so that our currency becomes coin, 
or paper convertible into coin, as it was before the war of the 
rebellion, there is no reason why prices should not be as high 
as the average prices of a period of (say) five years before 
the war, and that if that range of prices is now reached, or 
whenever it is reached, it can safely be treated as on a relia- 
ble bottom. This reasoning is clearly sound, if the fact be as 
assumed, that the greenback has been the only element of 
disturbance, and that its appreciation towards the metallic 
standard is the sole cause of the current fall in prices. But 
this is assuming what nobody can possibly know with cer- 
tainty, that there has not been a change within twenty years, 
in the proportion of the volume of metallic money in use in 
the commercial world, to the volume of other things. If such 
a change has occurred, and if it is also a great change, prices 
before the war are no test of what they will be now when the 
greenback ceases to be irredeemable, and is made convertible 
into coin. In that case the imaginary solid bottom of ante- 
war prices, instead of being hard-pan, may be nothing but the 
softest kind of muddy ooze, into which those who trust to it 
may sink out of sight into unknown depths. 

Before the war of the rebellion, the metal money of the 
Western World, Europe and America, was the combined mass 
of gold and silver. They were generally used as such under 
the regime of the double standard, and wherever exceptions to 
that existed, they were of a nature to balance each other. 
Thus, in Europe, England on the gold standard was a 
balance to the German States on the silver standard. The 
exception to the double standard regime in Europe, are now 
all on the side of gold, and the balance is overthrown. In 
the United States the gold standard discovered in 1876 to 
have been established in 1873-4, still exists substantially 
intact, and the resumption impending January 1, 1879, is not 
a resumption in coin, but a resumption in gold. The silver 
law will give us the double standard, but not until a day 
considerably in the future. The actual monthly coinage is, 
and is likely to be, kept down by the Secretary of the 
Treasury, to the legally permitted minimum of two million 
dollars worth of silver bullion, producing about § 2,250,000. 
For the present, the metallic standard of this country is gold. 

If those who say that we can now rely upon ante-war 
prices as bottom prices ever reason at all, they certainly do 
not disclose the method of reasoning by which they arrive at 
the conclusion, that the proportion of the volume of metallic 
money in the Western World to the volume of other things, 
which existed in 1856-61, will, or can, exist in 1878-9, after 
the loss of great sums of silver money sent away to Asia, the 
immemorial sink of silver, which swallows all it can get, and 
never gives up any of it. Nor do these persons disclose the 
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method of reasoning by which they arrive at the conclusion, 
that the proportion in the Western World, of money to 
other things, has not diminished from 1856-61 to 1878-9, 
independently of the effect of demonetizing silver. The 
greatest yield of the California and Australian mines for any 
term of five years, ended with 1856, and the resulting 
advance in prices is stated by all authorities to have culmin- 
ated about 1864-5. After that, and on to 1870, the discussion 
in Europe was constant and animated upon the question 
whether the aggregate yield of both the precious metals, 
which had become stationary, was sufficient to preserve prices 
from falling. If there were two sides to that question 
between 1864-5 and 1870, there may be only one side to it 
now, after the further lapse of eight years, during which the 
advance of the world’s requirements for money has been con- 
stant, while the aggregate supply of the metals has still 
remained stationary, or rather declining, the increase in the 
silver yield being balanced by the falling off of the gold 
yield. Upon what view of the case is it maintainable that the 
Western World has now the same proportion of metallic 
money to other things which existed during the five years 
from 1856 to 1861, immediately after the greatest out-turn of 
the gold mines, and when the decline in the out-turn had 
only commenced, and when prices were still advancing ? 

The truth manifestly is, that the theory which treats ante- 
war prices as bottom prices, is not founded upon the view 
that the proportion of metallic money to other things is the 
same now as then, but upon the assumption that metallic 
prices are always the same, and that the recent upward and 
downward movements of prices in this country are wholly 
attributable to changes in the value of the greenback. 
Merchants and those engaged in industrial enterprises, who 
follow financial theorists who can entertain an assumption 
like that, will be lured to their ruin. The metallic prices of 
1878-9, must fall below those of 1856-61, very nearly as much 
as the proportion in the Western World of metallic money to 
other things, has diminished in the mean time. And into 
that reckoning must be taken the effect of the silver demone- 
tizations in Europe, and the fact that under the restrictions of 
the silver laws of February 28, 1878, the United States must 
remain for yet a considerable time, substantially a gold stand- 
ard country. 

In addition to the fall to be anticipated in the general 
range of metallic prices, there is the additional fall in the 
prices of particular articles resulting from new inventions and 
cheapened processes of production. And the current prices 
of this country are, of course, to be metallic prices after 
January 1, 1879, if it is assumed that the resumption to be 
commenced on that day will be permanently maintained. 

Gro. M. WEsrTon. 
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RAILROAD STOCKS. 


The Railroad Gazette of September 27th, publishes tables of 
the prices of the stocks (common and preferred) of forty- 
five railroads, being all the principal roads whose stocks are 
dealt in at the New York Stock Exchange, at two different 
dates in 1873, and on the 2zoth of September, 1878, or as 
near the last named date as quotations were obtainable. 
The two prices given for 1873, are the highest before the 
culmination of the panic in the failure of Jay Cooke & Co., 
on the roth of September, and the lowest after that event. 

These tables include only one railroad in New England, 
the New York, New Haven and Hartford, and do not include 
either the Pennsylvania Central, or the Baltimore and Ohio, 
the stocks of which last two roads are not dealt in at the 
New York Stock Exchange. 

The aggregate prices of the stocks of the forty-five roads 
included in the tables, stated in greenbacks, were as follows: 
1873 ( Highest prices ) $ 666, 236, 787 
OF GORE ONS Fe asin. cn scciceeccssonssaansasnsusnscotecose 420,845,556 
1878 ( September 20 ) 461,060,673 


But the value of the greenback relatively to gold has 
appreciated largely since 1873. Making allowance for that 
appreciation, the aggregate prices of the stocks of the forty- 
five roads, stated in gold, were as follows: 


BC RRIEME GRWOS Yosoosic sence secsaccnassecnesecsseasnsen $ 567,000,000 
‘© ( Lowest prices ) 
1878 ( September 20 ) 


But there is another appreciation to be taken into the 
account, and that is, the appreciation of gold itself since 
1873. On that point, the Ratlroad Gazette says: 


The gold dollar also has advanced in value; the world over it 
will bring more than it would in 1873. A given income in gold, 
in America, England, France, Germany, or anywhere else in the civ- 
ilized world, will procure a better living now than it would five years 
ago. 
The New York Public of October 8, in the following com- 
ments upon these tables, adopts the same view : 


It is justly observed, also, that the gold dollar itself has advanced 
in value since 1873; the world over, it will buy more. Hence, the 
actual reduction in value of railroad property, as compared with 
other property generally, has been much less than the nineteen per 
cent. decrease in gold value, and its increase from the lowest point 
in 1873, has been considerably more than $80,000,000, or twenty-one 
per cent. It is probably true that such property approaches more 
nearly in real value to-day, its real value before the panic, than 
the aggregate of farm property, the aggregate of city real estate, 
or the aggregate of manufacturing or mining property. 
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The appreciation of the value, or purchasing power of 
gold, in the merchandise markets of the world since 1873, 
is stated by the London LZconomist at about twenty per cent. 
In the real estate markets in this country the value, or pur- 
chasing power of gold, has certainly doubled since 1873, tak- 
ing the average of real estate of all descriptions. 

If the owners of the stocks of these forty-five railroads 
are assumed to be investing capitalists, and not debtors for 
the stocks, carrying them on margins, they are richer to-day 
than at the period of the highest prices before the panic 
of 1873. That is to say, they can exchange their stocks for 
more property, real and personal together, than they could 
before the panic of 1873. 

A part of this gain, as the Railroad Gazette properly points 
out, does not result from improved dividends on the railroad 
stocks, but from the fall in the current rates of interest 
since 1873. It is probable that a stock believed to be per- 
fectly reliable to-day to pay six-per-cent. dividends, would 
sell for as much money as a stock believed to be reliable 
for eight or ten-per-cent. dividends would have sold for five 
years ago. 


OF THE 412%-GRAIN DCLLAR. 


I have not seen a scientific statement of the nature or 
effect of the new coinage of the old silver dollar. Having 
made a study of it for my own satisfaction, I desire to 
present the same to the public. 

Its nature is an overvaluation of silver for circulation, as 
the printing of a paper dollar is an overvaluation of paper, 
with the difference that the silver in the dollar, has, to-day, 
a commercial value of 8734 cents, as determined by the Lon- 
don market, the overvaluation here being but fourteen per 
cent., while the paper, being spoiled by the printing, has no 
commercial value, and the overvaluation is total, or 100 per 
cent. Both are cheap currency, one being very much cheaper 
than the other. One is money to the value of 8734 per 
cent. ; the other is no money or value at all; the money and 
value it refers to being merely promised. There is no more 
capital or means of doing business with this promise of 
money, or with the fourteen per cent. overvaluation of silver, 
than there would be without either of them; on the contrary, 
there is less by the sum of the overvaluation. 

“Men in their bargains,” says Locke, “contract not for 
sounds or denominations but for the intrinsic value.” The 
nation or community which attempts to escape the operation 
of this rule, by substituting the abstraction of price in an 
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overvalued currency for the intrinsic value in money, might 
as well throw so much of its gold and silver into the sea. 
It must do business with so much the less capital and have 
the less business accordingly. 

The public, as represented by the newspapers, expect the 
gold premium to disappear on the free issue of the 412% 
grain dollar. Such an expectation is purely imaginary. The 
gold premium will rise, unless greenbacks are withdrawn, or 
the bank currency is contracted so as to reduce the volume 
of currency, other things being equal, especially the rapidity 
of circulation; for the circulating silver, so far as it increases 
the currency, will have precisely the same effect as would 
the addition of so much paper. 

jut there is no probability that the silver dollar can be 
kept in circulation to any considerable extent, unless an 
equal sum of Government and bank notes, of five dollars and 
under, is withdrawn so that silver may have access to, and 
occupy, the money channel where it naturally belongs as a 
subsidiary currency. In this way, some forty millions per- 
haps of the 412% grain dollars might be employed in addi- 
tion to the tokens of fifty cents and under. 

As it is, the bank dollars of notes and current deposits, 
with the greenbacks, being the more overvalued media, will 
drive the silver dollars back into the Treasury about as fast 
at they can be issued, and the premium on gold will con- 
tinue after resumption, variable as now, rising with any 
increased activity of business and consequent rise of general 
prices, and falling in every decline of business and _ prices. 
The resumption will be a silver resumption, nothing more ; 
gold will have no more currency then, than it has now. 

Of course the par in gold of $ 4.86-65 to the pound sterling 
will continue to be the criterion of the relative value of 
money here and in England; foreign exchange will be 
bought and sold for gold, and many commodities will con- 
tinue to be exchanged for gold, precisely as they have been 
since the suspension in 1861, 

If general prices rise, sterling exchange will rise; if they 
fall, sterling exchange will fall. At $4.89% or thereabout, 
for sight bills, gold will be exported ; at 4.83% or thereabout, 
for the same, it will be imported, let “the balance of trade” 
be as it may, and whether bonds are returned upon us or 
not. We shall have an uncovered, over-expanded paper cur- 
rency after all, as we have now, nominally convertible into 
silver, it is true, but the silver will not be wanted, except a 
few stray legal-tender dollars, as we see now a few stray 
trade dollars, unless such a degree of activity in business 
takes place as will raise general prices to the level, or above 
the level, of the low value of silver in London. This point 
will be determined by the silver value of the pound sterling 
there in our 412% grain dollar. Thus, at this writing, British 
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silver is quoted at 5134d@. per ounce in London; hence, the 
pound of 240 pence must contain 44u'9 Ounces of such silver, 
and, as the British standard is 444 grains of fine silver to the 
ounce, we must find in our new dollars 2,059 grains of fine 
silver to know the relation of such dollars to the pound ster- 
ling. Our standard being 432 grains fine to the ounce, the 
new dollar contains 371.25 grains of fine silver; with this 
divisor, 2,059 grains yield $5.55, which, disregarding a frac- 
tion, is the par of exchange on London in such dollars, with 
silver there at 5134 pence per ounce. Hence, the coin cannot 
be exported, for it is overvalued in relation to the London 
market—the Clearing House of the world’s commerce—four- 
teen per cent., and commerce does not carry coals to New- 
castle. 

It follows, that, sterling exchange being at par, as it vir- 
tually is at present, prices must rise on the average more 
than fourteen per cent. before there can be a demand for the 
new coin abroad, or, for silver, outside of the arts at home, 
except for the Government to coin and keep in the Treasury, 
since it will not remain in circulation, unless silver rises in 
England. If this should happen, as it may perhaps, by a 
revival of the China and India trade, and its price should 
reach 594d. per ounce, the level of our overvaluation would 
be attained ; any rise above this sufficient to cover the cost 
of transportation, will send our silver abroad, and our 
resumption of specie payments, even in silver, will be at an 
end, As to resumption in gold dollars of 25.8 grains, while 
silver dollars of 412% grains are in market at the same price, 
the idea is preposterous ; and if the Government is so unwise 
as to pay out 25.8 grains of gold at par with 412% grains of 
silver, by covering the two values under one denomination as 
a dollar, it will simply throw away so much of the nation’s 
capital as the difference in value amounts to. I am not yet 
prepared to believe that such a policy will be pursued. 

Scientifically, the premium on gold should rise to fourteen 
per cent. in our new silver dollars, with silver at 5134d¢. per 
ounce in London, as it will in due time undoubtedly ; but 
perturbation more or less attends every violation of the nat- 
ural laws of trade, and a violation like this, of overvaluing 
silver, must have time to percolate through the exchanges 
and settle them upon the basis of value which lies at the 
foundation of the world’s commerce, before its mischievous 
effect can be fully demonstrated in the premium on gold. 

What, then, do we gain, by the new coinage? Simply this, 
and it is important as far as it goes: we gain capital in bul- 
lion, say now at 8734 cents on the dollar, gold valuation, for 
as much silver as the greenbacks are covered with in the 
Treasury vaults. So far, we have an absolutely silver currency, 
and the greenback is a convenient instrument for circulatin 
it. So far, a commodity that we should not otherwise mir 
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is added to the exchanges of commerce; so far, the material 
and the means of doing business are increased in the country, 
for “commerce is simply the exchange of commodities ”—bar- 
ter in fact, money, as the universal equivalent, being one of 
the commodities bartered. Credit is very well in its place, 
but its place is not in the cash account. When employed as 
money, it raises prices by degrading the value of money until 
it drives so much capital in money out of the country in 
absolute loss, and thus it cripples industry and trade. Such 
is the teaching of political economy as an exact science. 
CuHarves H. Carrot. 
September 12th, 1878. 


THE EXAMPLE OF FRANCE. 


A valuable communication on the suspension of specie pay- 
ments by the Bank of France, and on the enlarged note 
issue of that institution, from the pen of Mr. George 
Walker, a frequent contributor to the BANKER’s MAGAzine, 
has just appeared in the Detroit Post and Tribune, one of 
the most conspicuous journals of the North-West in carrying 
on the pending political battle for legitimate money. Mr. 
Walker has once before brought this subject before Ameri- 
can readers in his translation from the Revue des Deux Mondes 
of two articles by Victor Bonnet on the “Payment of the 
Indemnity,” and the “Circulation of the Bank of Franee,” 
published in 1876. 

Having been applied to by the Detroit journal to give the 
facts respecting the suspension of specie payments by the 
Bank of France, Mr. Walker procured from Paris a full series 
of the annual reports made by the general council of the 
Bank to its shareholders, beginning with January, 1870, and 
ending January, 1878. He alludes to these reports as_ prob- 
ably the most remarkable statistical documents ever presented 
by a corporation to its shareholders, and from them deduces 
the facts and figures which will be found below. 


The question is constantly asked during the current finan- 
cial discussions in this country, why it was that the great 
and rapid increase of paper money in France did not raise 
the price of gold, or cause a general inflation of prices, such 
as was produced by a similar increase of paper money in the 
United States. The reason has been substantially stated by 
Victor Bonnet, in his articles on the payment of the indem- 
nity and the management of the circulation of the Bank of 
France, of which I published a translation in the winter of 
76, and from which you have already quoted in the Post 
and Tribune. It is because the larger part of the money 
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circulating in France before the German war, was metallic, 
and after the suspension of specie payments in July, 1870, 
the notes of the Bank of France merely took the place of 
gold and silver previously in circulation, without expelling 
those metals from the country. The precious metals were 
not expelled because the balance of foreign trade remained 
favorable to France. The creation of the large loans of 1871 
and 1872, by means of which the payment of the indemnity 
of $1,000,000,000 was principally accomplished, became a 
temporary, but only a temporary, indebtedness to the holders 
of those loans in foreign countries. Such are the resources 
of the French people, and such is their confidence in the 
financial integrity of their Government which, under all the 
political changes which have taken place since the establish- 
ment of the first empire, has never repudiated or even ques- 
tioned the obligation of its public debt, that the loans of 
1871 and 1872 were no sooner made than the portions taken 
abroad began at once to be called back to France by a 
home demand for investment, until at length the whole 
amount is said to have been reabsorbed. These loans, 
amounting in the aggregate to $640,000,000, were negotiated 
respectively at 8234 and 84% per cent., and they are now 
quoted at about 115. The last experience of repudiation in 
France was that caused by the assignats and mandats of the 
revolution, a species of irredeemable paper money, not unlike 
the absolute money which is the ideal of the National green- 
back labor party at the present moment. France has a 
wholesome recollection of that experiment, and hence its 
confidence in the paper money of the Bank of France, which 
is as far removed from the ideal money of the revolution 
as gold and silver are from the rags which go into the 
hopper of the paper mill. 

Although the balance of trade is known to have been 
favorable to France, and therefore caused no flow of specie 
from the-country, such as took place in the United States 
during our war and for many years afterward, it might be 
supposed that the payment of such an enormous war fine 
as a thousand millions of dollars to a foreign country, would 
have seriously drained it of the precious metals. Such, how- 
ever, was not the case. Fortunately we are not left to con- 
jecture in this matter. M. Leon Say, the present French 
Minister of Finance, and who was also in that position 
when the indemnity was paid, made a report to the National 
Assembly on behalf of the Commission of the Budget, in 
April, 1874, in which the details of this gigantic financial 
operation were explained down to the smallest point. The 
total sum agreed by the treaty of peace to be paid to Ger- 
many, was $ 1,063,151,771 ; of this $65,000,000 was paid by 
transfer of railways lying within the ceded territory of 
Alsace and Lorraine; $998,000,000 therefore remained to be 
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paid in money, or money’s worth. The actual payments were 
made as follows: $102,500,000 in French gold and silver; 
$21,000,000 in German coin and bank-notes; $25,000,000 in 
notes of the Bank of France, and $ 849,500,000 in bills of 
exchange on England, Holland, Belgium and Germany. The 
German money (coin and paper) had come into the country 
with the German army, and never formed any part of the 
specie properly belonging to France, and hence the return of 
it was no loss of coin. The French specie went out grad- 
ually, as the installments of the debt were paid, during a 
period of about two years (June, 1871, to September, 1873,) 
and it is not probable that one-half of the whole amount 
paid ($ 103,000,000) was ever out of France at any one time, 
inasmuch as the currents of trade brought it back again 
rapidly after each Government payment. Thirty millions of 
dollars were paid in three installments, near the end of the 
liquidation, in the months of June, July and August, 1873. 
It was borrowed of the Bank of France, and all of it was 
repaid by February, 1874. Besides the indemnity paid by the 
nation, the city of Paris was condemned also to pay a ran- 
som of $40,000,000, of which $10,000,000 were paid in specie 
borrowed of the Bank of France. It is stated in M. Say’s 
report, that a part of this same specie, repurchased from 
Germans, was used to repay the loan to the Bank a few 
months afterward. 

It is clear, therefore, that there was at no time during the pay- 
ment of the indemnity any great diminution of the large stock 
of specie habitually held in France. Out of a metallic stock, 
variously estimated at from $ 750,000,000 to §¢ 1,200,000,000, 
the temporary loss of $50,000,000, or even $ 100,000,000, 
would produce no effect whatever on the gold premium, nor 
on prices. The highest point which that premium ever 
reached was about four per cent. This was in November or 
December, 1871. I was temporarily in Paris at the time, 
being connected with a banking house in that city. The 
most intelligent representatives of English houses there, 
believed that gold would go much higher, and large amounts 
of sterling exchange were bought in that expectation. It 
was supposed that the French Government had made very 
little preparation for the payment to be made to Germany in 
March, whereas, in point of fact, they had, as early as 
December or January, completed their arrangements. Gold 
and sterling exchange accordingly fell nearly to par, involv- 
ing heavy loss to speculators. Gold was afterwards only at 
a nominal premium. I may not be entirely accurate as to 
the rapidity of its fall, as I write from memory, but the 
statement is essentially correct. 

Let us turn now to the operations of the Bank of France, 
from 1870 to 1878. At the end of January, 1870, the bank 
held 240 millions of dollars in specie, against a circulation of 
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294 millions ; that is, all of its bank-note issue, except fifty- 
four millions of dollars, was covered by specie in its vaults. 
War was declared in July, 1870, and peace ratified in May, 
1871, the preliminaries having been signed in February. 
Specie payments were suspended immediately on the out- 
break of the war. The metallic reserve was somewhat 
greater in July than in January, but the amount of notes 
uncovered probably remained about the same. The minimum 
of specie held by the bank was reached on the 23d of February, 
1871, three days before the preliminaries of peace were 
signed, when it amounted to only $79,750,000. The circula- 
tion at the same date is not given, but it was probably not 
far from $ 400,000,000. At the end of December, 1870, it was 
$ 345,000,000. Four laws were passed limiting the amount 
of the circulation under a suspension of specie payments, 
there being no limit under the French law so long as the 
notes were redeemed in coin. The law of August 12, 1870, 
fixed the limit at 340,000,000 of dollars; that of August 14, 
1870 (only two days later), at $ 480,000,000 ; that of Decem- 
ber 29, 1871, at $ 560,000,000; and that of July 15, 1872, at 
$ 640,000,000. The maximum of the circulation was reached 
October 31, 1873, when it touched §$ 614,382,400. The specie 
at that date was about $ 160,000,000. On the 24th of Janu- 
ary, 1875, the circulation had fallen to $528,000,000, and the 
specie risen to $271,000,000. On the 27th of January, 1876, it 
was $500,000,000, and the specie $340,000,000. January 25, 
1877, it was $532,000,000, and the specie $420,000,000. Janu- 
ary 31, 1878, the date of the last report, it was $ 502,000,000, 
and the specie $395,000,coo. In June, 1877, however, the specie 
was $60,000,000 greater, and the circulation about $25,000,000 
less than in January, 1878, so that the paper money of 
France was then very nearly covered by gold and silver in 
bank. Specie payments were formally resumed on the 1st of 
January last, though for several years past, it has always 
been possible to procure specie at the Bank of France with- 
out paying any premium, and during the last year, as the 
latest reports of the Council shows, very large amounts were 
paid out at Paris, and at the seventy-eight branches of the 
Bank of France, in order, as they sav, “to facilitate the 
transition from the forced currency to a normal state of 
specie payments, and, as far as possible, to compel the return 
to the bank of notes of small denominations, the excessive 
circulation of which would be at the same time, a damage 
to the country from an economic point of view, and a heavy 
charge on the bank by reason of the high tax now imposed 
on that class of notes.” . . . . “During the year, 1877, 
in the face of a circulation averaging 2,400,000,000 francs, we 
have distributed to the public more than 1,000,000,000 francs 
in gold and silver; so that, in fact, the resumption of specie 
payments—so much to be desired—had been accomplished 
long before the period fixed by the law.” 
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Since the resumption of specie payments the circulation 
has declined about $40,000,000 and the specie in bank in- 
creased by about the same amount. The latest statement 
(August 22) shows the notes outstanding to be $ 460,000,000, 
and the specie $437,000;000. The Bank of England, at the 
same date, had a circulation of $139,000,000, and coin and 
bullion of only $109,000,000. Each bank is very strong in 
specie reserves in proportion to its circulation, but the Bank 
of France holds four times as much specie as the Bank of 
England, and has a circulation somewhat over three times 
as great. It must always, however, be remembered that the 
Bank of France has a monopoly of the circulation, while the 
Bank of England has not, and that all the banks of issue 
in Great Britain (including the Bank of England) have to- 
gether a circulation of $ 222,500,000, being about half that of 
the Bank of France. 

If the foregoing facts and figures are carefully considered, 
I think there will be no difficulty in understanding why 
specie did not rise to a premium in France in the face of a 
doubling of the bank-note circulation. The notes of the Bank 
of France—the only paper money of the country when 
specie payments were suspended in July, 1870—probably did 
not exceed a quarter of the stock of the precious metals held 
in that country, and the $614,000,000 touched in October, 
1873, did not probably exceed five-eighths of it. But this is 
not all; there’ is no evidence that there has been any in- 
crease during the whole seven years, in the amount of money 
actually in circulation. Except an inconsiderable sum which, 
as I have shown, left the country, temporarily, in the pay- 
ment of the indemnity, there was no export of specie. 
Whether in the banks or in the hands of the people— 
hoarded—it was equally in the country; but just as rapidly 
as the paper money increased the specie zz use diminished. 
There being no actual increase in the volume of circula- 
tion, there was nothing to inflate prices. The paper money 
all of it represented specie wot im use, that is, held in re- 
serve partly by the banks and partly by the people, which 
is the best sort of money possible, since it has all the con- 
venience of paper with all the stability of coin. The Bank 
of France might, at any time within the last three years, 
have resumed specie payments, and it is well understood that 
the only reason why it did not do so was the unsettled state 
of the silver question in Europe. The law of August 3, 1875, 
provided that the notes of the Bank of France should be 
redeemable in specie, when the advances made by it to the 
State should be reduced to 300 millions of francs. The re- 
sumption, however, could not be postponed beyond the rst 
of January, 1878. The reduction of the debt of the State 
was, therefore, not made until December 31, 1877, in order 
that the date of necessary resumption. might not be an- 
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ticipated. Having a bi-metallic standard it was compelled in 
1874, in common with all the nations of the Latin Union, 
to limit, and in 1876 to suspend, the coinage of silver, in 
order to prevent the country from being swamped with the 
silver that Germany was throwing out of circulation. By 
the terms of the monetary convention each country of the 
Latin Union agreed to receive the coined money of the 
others into its public treasury; and the Bank of France has 
voluntarily agreed to receive Swiss, Belgian and Italian coins 
on a par with those of France. The reduction of the bank- 
note circulation, which was expected to follow resumption, 
would naturally attract foreign coins to France, and it was 
therefore desirable that all the coin transactions of the coun- 
try should remain, as long as possible, on a voluntary rather 
than an obligatory footing. The treaty of the Latin Union 
expires in January, 1880, provided either country gives notice 
of termination a year beforehand. France intends to give 
that notice (so M. Say announced last spring), unless, in 
the meantime, the conditions of the treaty are modified to 
meet the existing emergency respecting silver. A meeting 
will probably be held this fall to reidrrange the conditions 
for extending the life of the Union. 

There is nothing in the French example from which the 
greenback party of the United States can derive the small- 
est comfort. It is the example of a country which, for more 
than three-quarters of a century, has been true to the prin- 
ciple of a redeemable currency, and a currency possessing 
more and more the element of hard money. It is the exam- 
ple of a country, the people of which have been protected, 
in the gravest of domestic and foreign perils which any 
nation has ever encountered, against the curse and robbery 
of a depreciated money. It is the example of a people 
which recovered itself more quickly than is known in human 
history from the crippling influences of a disastrous foreign 
war, because its currency was not debauched, and its finan- 
ces were ably administered. 

While the enemies of honest money and of an untarnished 
public faith can derive no comfort from such an example, 
there is everything in it to encourage, and much in it to 
instruct those who, like the hard money-party of the North- 
West, are struggling to maintain an honest currency, an 
enlightened system of banking, and, highest of all, the 
integrity of the nation in its own eyes and in the eyes of 
the world. 
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A SILENT CONTEST. 


There is now being waged a war more universal in its 
evils, and a greater trial to the endurance of mankind,.than 
any war in modern times. This war, a silent contest so far, 
without the sound of cannon, the rattle of musketry, or the 
music of the fife and drum, is a war of prices in a contest 
for gold. It is waged between despotic Germany, prosper- 
ous France, opulent England, each for itself, and all against 
the United States. With our vast supplies of raw material 
needed by the rest of the civilized world, and with manu- 
factured articles competing in every market, defeat to us is 
only possible through low prices everywhere. 

Except for the distress to debtors, the bankruptcies of mer- 
chants, and the blighted lives of so many who find that 
the result of years of entérprise and labor puts the word 
“failed” to their names and fortunes, we might argue that 
the present is the best time for us to engage in the con- 
test for gold. In this contest we can be victors only by 
showing a capacity to bear the greatest losses, and even 
then we should gain by great sacrifices what will come to us 
in perhaps less time through high prices: viz., commercial 
supremacy. 

As a debtor country, and at the same time having the 
largest favorable balance of trade in the world, we are evi- 
dently benefited by good prices, or, in other words, by the 
possession by our customers and creditors of the largest 
possible stock of metallic money. A diminished production 
of gold and silver, or the demonetization of either metal, 
adds to the burden of debt. 

On the other hand, England as a creditor country and a 
purchaser of raw materials from the world, is at first bene- 
fited by low prices, or, in other words, in a reduced stock 
of metallic money. But the demonetization of silver has 
brought about a contest for gold that promises by its results 
to overbalance the supposed benefits, and we have protests 
and warnings from the former advocates of a “gold stand- 
ard.” I quote some recent instances. 

A late indication of a demand for gold in New York 
was followed by an official announcement made at the Sub- 
Treasury that, as a measure of relief, the Secretary of the 
Treasury has authorized the Treasurer in Washington, D. C., 
and the Assistant-Treasurer at New York, until otherwise 
ordered, to pay any outstanding called bonds at any time 
before the maturity of the call, with interest accruing there- . 
on to and including the date of presentation—thereby using 
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the power of the Treasury to affect the price of gold—which 

some would call a questionable proceeding. : 
The New York Zvening Post, which has always advocated 

a gold standard, says, October 14: 


Close observers of the course of financial and commercial events 
in England were not surprised at this morning’s despatches which 
report a special meeting of the directors of the Bank of England 
and an advance by them of one per cent. in the discount rate—to 
six per cent. Outside the Bank of England the rate is up to five 
per cent. for prime three months bills. Of course the higher the 
rate of interest goes, the more severe is the strain to which mercan- 
tile borrowers are submitted, and the more likely is it that unsound 
concerns will be forced to the wall. The advance in the rate has, 
however, a broader significance. It, together with the recent advance 
in London of the price for Napoleons and American double-eagles, 
shows a determination on the part of the Bank to do everything in 
its power to prevent exports of gold to New York and to encourage 
imports from the Continent, particularly from Paris. It will be sur- 
prising if the Bank of France does not soon advance its rate. So 
long, however, as London can draw gold from Paris it will be the 
more ready to lose some to New York, but if the Paris supply is 
cut off, the efforts to prevent shipments to New York will undoubt- 
edly be intensified. The purely trade exchanges between the two 
countries continue to be largely in our favor, and apparently the 
most that the Bank can do is to prevent our drawing gold from _ 
London. 


The Pall Mall Gazette expresses its surprise that England, 
which is more deeply interested in the maintenance of the 
relative value of silver with reference to gold than any other 
country, should have resolutely set its face against any at- 
tempt to remonetize that metal. It asserts that the matter 
is manifestly one of increasing gravity to the Empire. The 
net loss by exchange on India is calculated for the current 
year at $15,000,000, and there is nothing whatever to show 
that they have arrived at the limit of this serious loss. But 
the effect of this, the Gazeffe states, is just precisely what 
would arise from a dangerous shock to the credit of the 
East India Government. 

The London Bankers’ Magazine, for October, shows that, 
comparing 1878 even with 1868, when gold was very high 
and all prices very low, there has been a rise in the pur- 
chasing power of gold of 7%. As compared with 1872-3, 
the rise has been three times that figure. 

American prices are tumbling every day. The New York 
Financial Chronicle of October 12, says: 

Cotton, flour, wheat, pork and lard, within the past week, have 
declined (if our memory serves) to the lowest prices current since 
the late civil war. 

The same Chronicle of October 19, says: 

The past week has been one of severe depression in our cotton 
market, and prices have experienced a decline seldom equaled. Cot- 
ton on the spot has declined from day to day. 
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The American Exchange (New York), of October 17, says: 


Capitalists are tired of the continued depression in mercantile, 
agricultural, real estate, and manufacturing investments. The time 
was, when money carefully invested in any one of these pursuits gave 
satisfactory results, but, since the panic, nothing but discouragement, 
disaster and ruin, as a rule, have been the harvest. 


The same paper, October 18, says: 


The price of almost everything in this country is lower than it 
was before 1861. 


The Public of this city, in its issue of October 17, says: 


The prices of hog products, flour, wheat and cotton have touched 
lower prices, we believe, than at any period since the late war. 


The New York 7Zyribune of October 19, says: 


The week has been marked by great depression in the markets 
for the products of the soil. Cotton and grain have sold lower than 
at any time since the years before 1861, and at prices which yield 
to the western farmer only about fifty and fifty-five cents for a 
bushel of wheat. 


The Financial Chronicle of October 19, says: 


The present troubles abroad are aggravated by the struggle for 
gold, as distinguished from silver, for banking reserves. 


While prices of commodities are falling, the price of bullion 
silver is also falling, but not so rapidly; and measured by 
our chief articles of export, cotton, petroleum, and grain, at 
their home markets, silver has advanced materially. At the 
gold price silver is below fifty pence an ounce in London, a 
fall of over ten per cent., or a rise of ten per cent. in gold, 
since the beginning of the year. The production of gold 
and silver is, at the same time, diminishing. Wells, Fargo 
& Co.’s treasure receipts for the quarter ending September 30, 
only aggregated $14,661,200, against $19,611,900 for the same 
period in 1877. There was a falling off in the silver product 
of nearly $7,000,000, and an increase of $2,000,000 in the gold 
product. 

The bonanza mines have passed their dividends for Octo- 

ber, but promise to resume them in December. The gross 
yield of Consolidated Virginia for September was only 
$ 259,091, and of California, $200,936, being about equal to 
expenses. 
_ From Germany which humorously wants another war that 
it may pay an indemnity and be prosperous; from England 
which has India for a nightmare, and the impossibility of 
having low prices abroad and not at home, for a reality; and 
from our own country, which has the paradox of great pros- 
perity as a country, and an equally general want of pros- 
perity to individuals—we hear complaints and murmurs which 
threaten to make the contest anything but silent in the 
future. HAMILTON. 
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THE GOVERNMENT BANK. 


Our National Government is the great banker of the 
country. At present, its issues are inconvertible paper 
money, but after the first of January, they will be redeema- 
ble in gold and silver, and it will become a specie-paying 
bank, among the largest and most important in the world. 
It is not a bank of deposit although it issues certificates of 
deposit for gold, silver, and Treasury notes. It is not a 
lender of money, which is the vsual business of a- banker. 
But, although it does not possess these two characteristics of 
a banking institution, it is a bank of issue and of redemption 
on the most magnificent scale. The circulation of the largest 
bank in the Union is a few millions ; of the Associated Banks 
of New York, a few tens of millions; of all the banks of the 
country, a few hundred millions; but the issues’ of the 
National Treasury exceed them all. The Bank of England, 
with all the other English banks, has not half its circulation. 
It surpasses the national banks of Germany and Italy, and 
nowhere in the world, except in the Bank of France and its 
numerous branches, can its equal be found. In like manner, 
as a bank of redemption, it is on the same magnificent scale. 
The principle on which its operations are based, is the same 
as that of the old Suffolk Bank of Boston, whose sphere 
was limited to New England, while this extends from the 
St. Croix to the Rio Grande, and from the Atlantic to the 
Pacific. Every National bank in the country is required by 
law to keep five per cent. of its circulation at Washington, 
and the daily express from every city and town in the land, 
where paper money is issued, carries backward and forward 
the excess of notes which have first been deposited in the 
National banks, then forwarded to the common center at 
Washington, and finally returned to the several centers of 
issue for redemption. Its usual daily receipts are more than 
half a million. The exchanges are National-bank notes for 
legal tenders; and every association, that has issued a note 
which has been anywhere placed on deposit, finds it returned 
from Washington, with a demand for lawful money in 
exchange. 

Besides these two attributes of a bank, the National Treas- 
ury is the great regulator of the currency. Even now it 
exercises this function, and after the close of this year, it 
will control all the expansions and contractions of the circu- 
lation. During the present summer it has withdrawn fifty 
millions from the country’s money and locked it up in the 
Treasury ; and, day by day, it is adding to this accumulated 
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hoard. Every addition that is made to the hundreds of mil- 
lions that it has already gathered, is a substraction from the 
money of the people, and a contraction of the currency by 
the exact amount of this increase. Hereafter, it will perform 
the double office of contractor and expander, and become for 
American banks, the autocrat which the Bank of England 
has been for the private and corporate banks of Great 
Britain. The manner in which it will execute this office will 
be partly automatic and partly arbitrary. In the latter 
capacity the Secretary of the Treasury will act as the Gov- 
ernor and Directors of the Bank of England, having the same 
power, but over a broader field and a larger circulation. 
The distinct and separate nature of these two activities will 
be easily recognized on the slightest reflection; but it may 
be well to specify and distinguish them with more definite- 
ness and accuracy. 

When resumption shall take place, neither the people nor 
the banks will call on the Treasury for gold. The purchaser 
of Government four per cents. will not desire coin, for green- 
backs will supply its place, although they will not do this at 
the present time. The merchants and the traders will not 
ask for it, nor will producers or consumers, for all will pre- 
fer the greenbacks for their greater portability and conve- 
nience. Curiosity may demand a few eagles and half eagles, 
as many persons have not seen them for years, and some 
have never seen them within their remembrance. But this 
inquiry will be insignificant. The banks will not need coin, 
for the legal tenders will answer all their purposes as well as 
gold, and there will be no motive to exchange the legal 
tenders which they now have for a more inconvenient and 
more burdensome medium. There will, therefore, be no 
necessity and no demand on the Treasury for gold. Import- 
ers can get what they need for customs dues from the banks 
in the Atlantic cities, and if they make calls on the Sub- 
Treasuries for like amounts the payments for duties will 
immediately restore to the Treasury what it may lose by this 
demand ; and, as the receipts for ‘customs exceed the whole 
outgoings for interest on the public debt, and for the pur- 
chase of silver bullion for the coinage of the new dollars, the 
Treasury will daily increase its supplies, rather than lessen 
them. This increase of coin in the Treasury will be accom- 
panied by an increase in the stock held by the banks, for 
our country is a great producer of gold, and the double 
eagles issued from the mints will be sufficient to enlarge at 
the same time the supply of the Treasury and of the banks. 
All these movements will be automatic; the will of the Sec- 
retary of the Treasury is not visible in any of these opera- 
tions. 

As soon, however, as the balance of trade shall turn against 
us (and this event will be sure to happen, for all experience 
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has shown that this balance never remains very long on one 
side, and that sooner or later, the adverse current will begin 
to flow) the importers will call on the banks, and they, in 
their turn, on the Sub-Treasury in New York, to supply 
gold for shipments abroad. This export implies a high rate 
of exchange and a check on imports of merchandise or of 
bonds, and this result would lessen the necessity for 
exchange, and the balance of trade would thus be turned in 
our favor. This movement is also automatic, and indicates 
no intervention of the Secretary of the Treasury. 

If, however, the demand for imported goods should become 
brisk, so as to cause large importations of merchandise, and at 
the same time a decline should occur in the foreign demand 
for cereals, cotton, tobacco, or other products of this class, so 
that there would be a large excess of imports over exports, 
and a large and long continued demand for gold in the 
Atlantic ports, the drain on the Treasury for coin would be 
so heavy and so protracted, that the Secretary would find it 
prudent to replenish his stores by the sale of the bonds 
authorized by the resumption act; and these sales would 
increase the scarcity of money which had been already felt 
by the banks, check their loans, raise the market rate of 
interest on money, discourage investments, and lower prices, 
and by all these effects, quicken our exports and reduce our 
imports, so as to restore the equilibrium of trade, and stop 
the outward flow of gold. This movement would not be 
automatic. The offer of new bonds would be the act of the 
Secretary of the Treasury. The amount of these bonds would 
depend on his judgment and discretion. He might stop when 
the outward current of gold should be stayed, or when an 
inward flow should be generated, or when the supply in the 
Treasury shall be nearly equal, or more than equal, to the 
former accumulation. The limit which his decision may fix 
and determine will be the act of a political officer of the 
Government, appointed probably for his fealty to party, and 
not for his financial ability or economical knowledge. His 
arbitrary action will control prices, regulate the currency, 
affect the interests of the merchant and the trader, and of 
every debtor and creditor in the country. 

In the same manner, when the abundance of gold in the 
Treasury shall seem to the Secretary more than is necessary, 
he may order the redemption or purchase of bonds—making 
money abundant by depleting the treasures of gold which he 
had previously accumulated. By this purchase and sale of 
bonds the Secretary will control the amount of money in 
circulation, making it scarce or abundant according to his 
judgment of the wants of the Treasury, in precisely the same 
manner that the Bank of England exercises its control over 
the English currency. That Bank, indeed, raises or lowers the 
rate of interest and withdraws or extends its loans, as well as 
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buys or sells consols, to produce the results it desires; but 
the last of these operations, which is the same as the act of 
our Secretary, has precisely the same effect as the others, 
and is alike efficient in contracting or expanding the currency. 

This personal individual control over the market for money 
is also to be seen in the Secretary’s action with regard to 
silver. He is now coining it slowly at the mints, striking less 
than three millions per month,* when he might, under the 
law, rise to four or fall to two. The different effects of these 
two extremes are very decided. By the smallest demand for 
bullion at our mints, he would force a part of the Nevada 
product to be exported and united with the current from 
Mexico and South America, to interfere with the sales of the 
German silver in the London market. This would protract 
the period of disturbance which the change in the German 
coinage has produced, and prolong the reign of gold as the 
sole money of the Western world. If, on the other hand, he 
should advance the silver coinage to the highest limit, he 
would not only consume all our Nevada silver -but require a 
part of the Mexican. This large coinage of dollars, united 
with the exports from San Francisco for Japan and China, 
would permit the German Treasury to dispose of the sixty 
millions, which yet remained to be sold in July last, more 
rapidly, and hasten the return of that time when gold and 
silver will again have the same value in the market as at the 
mints, and both be used in the money exchanges of France 
and America and the rest of the Western world. At present, 
the silver dollars in the Treasury are useless. So will be the 
coinage of 1879, even if our mintage should rise to four mil- 
lions per month. After the close of that year, if the Eastern 
market should be kept open for Germany alone, her supplies 
will be exhausted and the ratio of the two precious metals 
will return to its normal standard. The five-franc pieces in 
the Bank of France will become as useful for exportation and 
every other purpose as the Napoleons, and the silver dollars 
in our Treasury will have as high a price in the London 
market as the eagles or bars of gold. 

It will thus depend on the action of our Secretary whether 
the silver dollars shall be piled up in the Treasury, useless 
as money, or whether they shall form a real element in the 
amount of money, and, by uniting with gold, increase the 
money of the world, raise prices, revive business on a perma- 
nent hard-money basis of both the precious metals, and give 
‘that relief to the people which the country so much needs. 

Such dependence on the arbitrary action of a single man, 
who can make money plenty or scarce, cheap or dear—who 

* For the seven months from the passage of the silver law to September 30, the coinage of 
dollars at the mint was $16,213,000, or at an average monthly rate of $2,337,286. The law 
requires the monthly coinage of not less than two million dollars worth of Sm bullion. At 


the recent market prices of silver bullion, a quantity which would cost two millions, would 
make just about as many dollars as are actually coined at the mints.—Ep. B. M. 
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can render our accumulated treasures of silver useless for a 
long period, or valuable in a short time, is not suited to 
American feelings or opinions. We want no king in the 
White House at Washington, and no autocrat over our cur- 
rency, raising and depressing prices at his will, and ruling 
over the fortunes of our people by changing from time to 
time the purchasing power of our standard unit of money. 
The Governor of the Bank of England has a law to govern 
him, why should our Secretary be above the control of a 
similar restraint? The one is selected for his financial expe- 
rience; the other for his political services. The former has a 
profound knowledge of political economy and the wants of 
foreign and domestic commerce, while the latter is often dis- 
qualified to manage the finances of a country bank, or an 
insignificant corporation, or a mill, or a plantation, or even 
of his own private family. Every one who has known these 
Secretaries for the past twenty years has seen among the 
number clever and able men, who could not be trusted with 
the management of their own money, much less with that of 
other people. Shall such persons preside over our Govern- 
ment bank, control the market for money, regulate its abund- 
ance aud scarcity, turn upward or downward those screws by 
whose movements pressures and panics are produced, and 
also relief and prosperity? Mr. Sherman has given much 
satisfaction to business men, and this question does not apply 
to him, personally, but to the power which the Secretary of 
the Treasury can wield to the benefit or injury of the peo- 
ple. He should buy and sell gold and silver and Govern- 
ment bonds under law. He should regulate the amount of 
coin in the Treasury as the presidents of our banks are 
compelled to do and not by his arbitrary will and pleasure. 
Hitherto this unlimited power has been of little importance ; 
but now that the amount of money under his control is 
becoming enormous, by the necessities of resumption, the cir- 
cumstances are so changed that restraint is imperative and 
indispensable. 

The rules by which this arbitrary action should be gov- 
erned are not unknown to bankers nor to the laws. The 
minimum reserve of the Bank of England is fixed by a com- 
plex criterion, but that prescribed for our National banks is 
simple and familiar to business men, and confirmed and 
established by American experience. The maximum has not 
been assigned, because the impulses of self-interest have been 
sufficient to prevent this from becoming too large. With our 
Treasury bank this impulse will not operate, and the Secre- 
tary may keep on hand two hundred or three hundred mil- 
lions of coin when a much smaller sum might be sufficient. 
Before the maximum or the minimum shall be reached some 
discretion may be given, so that no sudden change should 
disturb the movements of business and the abundance or 
scarcity of money. 





378 THE BANKER’S MAGAZINE. { November, 


The usual reserve is one-third of the immediate liabilities. 
More than this makes a bank easy, and less makesi it cau- 
tious. When the limit declines to twenty-five per cent., the 
imperative requisitions of the charters of our banks require 
the cessation of new loans, and the collection of notes that 
may become due. Our Treasury ought to have a higher 
limit than an ordinary bank, so that the permanence of specie 
payments shall be more perfectly assured; and as it has a 
variable demand on its coin for interest, it would be well to 
exclude this irregularity by providing an extra reserve for all 
the coin interest that may have accrued over and above the 
limit commonly assigned to a bank. The rule would then 
be: 

“Whenever the legal-tender coin in the Treasury, sub- 
Treasuries, and other places of deposit by the Government, 
less the amount on hand for bonds called and payable on 
demand, or needed for accrued coin interest on the public 
debt, due or not due, shall be less than twenty-five per cent. 
of the outstanding fractional currency, Treasury notes, and 
certificates of deposit of all kinds, the Secretary of the 
Treasury shail sell the bonds authorized by the act of Janu- 
ary 14th, 1875, for coin, so as to make up this deficiency ; 
and when less than thirty per cent. he may sell these bonds 
for this purpose; and when over thirty-five per cent. he 
may use the excess of coin in the Treasury over this per- 
centage to redeem or purchase the. bonds of the United 
States, and when over forty per cent. he sha// use the coin in 
the Treasury for this purpose.” 

No distinction is made between gold and silver certificates 
and Treasury notes, because all of them, after January, will 
be an immediate demand on the Treasury; nor between gold 
and silver coin, because it is not contemplated that any sil- 
ver will be paid out by the Secretary, since it will immedi- 
ately return to the Treasury being unsuitable at present for 
export, and not wanted for any other purpose, and because 
it is believed, that before there shall arise any necessity under 
this rule to use silver in Treasury payments, the old ratio 
between gold and silver will be restored by the exhaustion of 
the German supply which has disturbed the nations for the 
past few years by its portentous dimensions. 

The application of this rule to the present condition of the 
Treasury would show a surplus of twenty-four millions of 
coin over the maximum presented by this rule; but this will 
only show that the Secretary of the Treasury is acting with 
excessive prudence in accumulating coin for the extraordinary 
contingency that will occur when specie payments shall be 
resumed in January next, and that his management of the 
Treasury, in anticipation of that event, has been wise and 
proper. On the rst of October the assets and liabilities of 
the Treasury were as follows: 
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Treasury notes authorized...........:sssseseeseees bssdsensesocesed (in millions) 347 
Fractional currency outstanding............+. MEISE POO er = 16 
Clearing-House certificates of deposit 4! 
Gold and silver certificates 35 


439 
53 


Outstanding liabilities.................00008 siialisesameeaus mibaapes 386 
Forty per cent. or maximum reserve 154 
Coin and bullion in the Treasury 232 
Of this, uncoined bullion estimated 10 
Subsidiary silver coins ee + 
Accrued interest on the public debt 28 
Outstanding called bonds bearing no interest and past due ° 12 
Leaving surplus Over reServe........sc0.seeeeeee besaannanesaboasace ag 24 


The cash received for four-per-cent. bonds which is to be 
used, along with the future payments on these subscriptions, 
to redeem the fifty-five millions of five-twenties that had been 
called, but were yet bearing interest on the rst of October, 
is not included in any of these figures. 

It may, perhdps, be thought by prudent and experienced 
bankers, that the rule proposed has too low or too high a 
limit for the imperative control of the Secretary; but if any 
alteration should be suggested by them, we can not believe 
they would make it in the range of discretion which is per- 
mitted to the Secretary of the Treasury, nor in the propriety 
and necessity of this restraint. C. F. McCay. 

BALTIMORE, October, 1878. 


NEW COMMERCIAL FIELDS. 


The steamship and the railroad, coming in aid of the rest- 
less activity of the age, are constantly bearing fruit in com- 
mercial surprises, sometimes in new articles of trade, but 
more often in old articles from new and unexpected quarters. 

It is very recently that the world heard that India pro- 
duced wheat, yet now she is already in the front rank of the 
exporters of that commodity. It is extraordinary that even 
famine in that densely populated region has not arrested its 
export of wheat, but only checked the rate of the increase of 
the export of it. The Indian fiscal year ends on the 31st of 
March. The Indian export of wheat to Great Britain has 
been as follows, in the fiscal years named : 

Fiscal Year. Wheat export to Great Britain. 
2,498,185 cwts. 
5,583,336 ‘ 
6,340,150 ** 

And now we hear of wheat from an entirely different quar- 
ter of the globe, associated in our imagination with every- 
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thing which is dismal and frozen, Siberia. The London 
Times of September i6th says : 


News has arrived that the Bremen steamer Neptune, Captain Ras- 
mussen, which left for the-Ob, in Siberia, on jul 16, reached 
Hammerfest on the 6th inst., with a full cargo o Siberian wheat. 
This is the first trade voyage to North Siberia with cargoes both 
ways that has been made successfully in one summer. The first 
suggestion of this voyage came from a German resident in Siberia, 
and the undertaking was carried out at the joint risk of him and a 
Hamburg merchant. The Neftune was laden with all sorts of mer- 
cantile goods. She entered the Nadym on August 13, and had no 
ice difficulties on the voyage out. Arrangements had been made to 
have lighters ready at the mouth of the Ob laden with Siberian 
wheat, which, on the Neptune being unladen of her European goods, 
was put on board. So complete were all arrangements, and so favor- 
able the weather, that the Meftune was ready for the return journey 
on August 24. In thirteen days after, she reached Hammerfest. 
Perhaps, in future, when the navigation of the estuary of the Ob is 
better known, the voyage may be made in even a shorter time. 
Indeed, if depots were established at suitable points on the north 
Norwegian coast, it might be possible for a ship to make two jour- 
neys to Siberia in one summer. Probably the Ob is the most 
important of the Siberian rivers so far as commerce is concerned. 
Trade on the Ob is already considerably developed, the river being 
navigated by over thirty steamers. The region around the river is 
the most productive and most thickly inhabited in Siberia. 


Hammerfest is the most northerly town on the coast of 
Norway. The Ob is a river two thousand miles long. Its 
general flow is northerly, so that while the estuary into 
which it debouches is blocked by ice from November to 
April, temperate and productive regions are found on _ its 
upper waters. One of the provinces in its valley, that of 
Tomsk, is said to have one million of inhabitants, and is to 
be the seat of the University of Siberia. The two great 
rivers of Siberia, east of the Ural regions, are the Ob, or 
Obi, and Yenesei, the latter being the most easterly. Navi- 
gation for craft requiring not more than three feet of water, 
is said to be possible up the Ob as far as the Russo-China 
frontier. There is a good deal to be learned about the world 
we live in, and we are being instructed about it rapidly in 
these modern days. 

The continued advance of a civilized population into the 
wilds of the New World, is, however, still in excess of any new 
developments of the Old World, and the centre of gravity, in 
a commercial sense, still moves westward. The interior 
growth of our own country beyond the Mississippi is pro- 
digious. If our accounts of it, instead of being daily, were 
only yearly, this growth would be not greater, but more 
sensible to us. Bankers, as a class, are the first to note new 
movements in population and in commercial exchanges, but 
it is doubtful if the bankers of this city quite appreciate the 
rapidity with which it is advancing to a pre-eminence over 
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London as a commercial and money center. An object is 
sometimes better comprehended at a distance, than near to 
it, and more people have been surprised here than in Europe, 
at the prediction of Mr. Gladstone, that in 1880, the United 
States will be a richer country than Great Britain. 


THE RISE IN THE VALUE OF GOLD. 


[FROM THE LONDON BANKERS’ MAGAZINE, OCT., 1878.] 


In India, in the month of January, 1872, an ounce of gold 
was to be purchased for something under thirty-nine rupees. 
Now 46% rupees has to be paid for the same amount of 
that metal, and the difference finds expression in the formula 
that the price of gold has risen nearly seven rupees an ounce. 
In England, in the year 1872, a rupee was worth 2s, whereas 
it is now valued at only 1s. 8d.; and it is said that the 
value of the metal of which it is composed has fallen 4d., 
equivalent to a reduction of nearly rod. an ounce. Which 
assertion is the more correct? Is it gold which has risen, or 
silver which has fallen, seventeen per cent. in value? Most 
Englishmen will probably have little hesitation in answering 
these questions. They will say—“ The production of silver 
has been largely increased of late years by the discoveries in 
America, which are yielding some nine millions worth per 
annum for the world’s consumption, while, at the same time, 
Germany and other European countries are discarding their 
bulky silver currencies. Germany alone, last year, flooded 
this market with 4 13,747,600 of silver ; and the supply being 
so far in excess of the demand which is practically confined 
to Asia—it is perfectly natural that the price of silver should 
fall.” 

We must admit that there is weight in this reasoning ; but 
at the same time we are of opinion that it states but one 
side of the question. On the other, it may with equal force 
be urged that the production of gold has not increased in 
the past few years, and that there has been even a greater 
eagerness manifested to obtain supplies of gold to establish 
the new German coinage, and to add to the stores in the 
principal European banks, than there has been to sell silver. 
As the supply has been, and is, limited, and as the demand 
has largely, and even pressingly, increased, one of the first 
axioms of political economy tells us that the market value 
of an article of merchandise so acted upon, must rise. In 
England, however, which measures all prices by a gold 
standard, a rise in the value of gold cannot directly be 
measured. After the gold discoveries in California and Aus- 
tralia, although the increased supplies were readily absorbed 
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by Europe, it was variously estimated that the value of gold, 
and along with it its purchasing power, fell something like 
ten per cent., and this was in part borne out by the market 
price of silver which in 1848 was quoted as low as 4s. 104d. 
per oz., and in November, 1853, rose to 5s. 24d.—a differ- 
ence of 6% per cent. This, however, was an extreme move- 
ment, the average rise being about five per cent. 

But the greatest production of gold in those years was in 
1854, when Australia gave us £ 11,000,000, and California 
4 14,000,000. Now, however, these countries together yield 
some £ 10,000,000 per annum less than they did then; yet, 
since the passing of the German ‘Coinage Act in 1873, that 
empire has coined gold to the value of £ 81,000,000, of 
which she has obtained from this country £ 40,505,600. 

In addition to this net export of £ 40,500,000 of gold to 
Germany, we have sent considerable sums to Holland, which 
though nominally for Dutch ports in reality have found their 
way into the Berlin mint. More than one-half the gold 
employed for coinage purposes in Germany has therefore 
been obtained from the London market, and during the 
seven years and a half, we have probably supplied an aver- 
age of from £ 5,500,000 to £ 6,000,000 annually. Upon the 
supposition that a further three millions a year have been 
derived from France, Russia, and other countries, it will 
appear that that country has absorbed nearly one-half of 
the total yearly production of the world during this period, 
which may be stated at something under twenty millions 
sterling. Consequently the sources of supply of gold for the 
remaining countries of the world have been diminished by 
nearly fifty per cent. This is a powerful argument in favor 
of a rise in value; and, as a matter of fact, the business of 
the country at the present moment is suffering from a great 
depletion of gold, which enhances the stagnation in trade, 
and the existing financial inactivity. Indeed, there can be no 
doubt that a return of prosperity is being delayed by an 
absence of gold in the country, and by diminished stores of 
bullion and sovereigns in the banks. 

Another argument in favor of a rise having occurred in 
the value of gold of late years, has been its diminished 
production. Authorities differ somewhat materially in their 
estimates of what the out-turn of the various gold-producing 
countries has been. But three sets of estimates are furnished 
in the report from the select committee on the depreciation 
of silver, from which the following may be taken as giving 
a fair average of the authorities quoted therein: 


Total annual gold production in 1855.....s..ssssssseceesees 4, 30,000, 000 
“e e “ee ; 19,500 000 


Decrease in twenty years..........scesseccoeses £4 10,500,c00 
At the same time, the world has been taught to employ 
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gold much more freely than heretofore, and the vast strides 
which commerce has made in these twenty years has, natu- 
rally, brought the least cumbrous and most precious metal 
into high favor throughout Europe, as the great medium of 
exchange. Even where small units of value are in use— 
such, for instance, as francs and marks—gold coins of ten or 
twenty such units form the principal portion of the currency, 
and are, with notes, in use for all large payments. Hence, 
the reduction in the amount of gold produced has also 
tended to increase the demand for it, and therefore to 
increase its value. But the tendency which the leading banks 
of Europe have latterly develuped, to store gold as a com- 
pact and most readily available reserve, has also to be taken 
into consideration. In the Zconomist Commercial History and 
Review of 1877, it is stated that in the ten years ended 1876, 
no less than ¥ 82,650,000 was appropriated in this manner, 
or, say £ 8,265,000 per annum. Now, if to this be added 
the £ 8,000,000 or £ 9,000,000 which have been taken by 
Germany, and ¥£ 2,000,000 used in jewelry and for decorative 
purposes, we obtain a total of over £ 18,000,000, and we find 
that during the past seven years the amount of gold left to 
replenish or to add to the gold circulation of the rest of the 
globe, has probably not exceeded ¥£ 1,000,000 or £ 2,000,000— 
a sum far below the requirements of the period under con- 
sideration. Much larger amounts have, of course, been 
coined, but these coins have, for the most part, been stored 
in banks, or have replaced others withdrawn from circula- 
tion, or have been exported and then melted down, and 
perhaps recoined. The result is, that Germany, at this 
moment, finds great difficulty in keeping her gold, and even 
a high rate of interest is but partially successful in arresting 
a return flow to this country. 

But how are we to measure the rise, if such has taken 
place, in the value of gold? As silver is under a cloud, it 
will not do to measure gold by a silver standard. Then 
again, if we select other metals or other articles of merchand- 
ise, we shall be met with the rejoinder, that trade is so very 
bad just now, that of course gold would purchase more 
than in times of prosperity. But ten years ago—in 1868— 
was emphatically not a time of prosperity. The country, in 
trade and finance, was still suffering from the effects of the 
crisis of 1866, and the speculation which preceded it, and, 
as is now the case, commercial profits were at their lowest, 
and the nation was awaiting a revival which was long 
deferred. If, therefore, it can be shown that prices are gen- 
erally lower now than they were then, it is probable that 
some data may be obtained whereby an estimate may be 
formed of the advance in gold, which it is our endeavor to 
prove. The following comparison of market prices in Sep- 
tember, 1868, and September, 1878, will help us in this 


inquiry : 
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[ Hére follows a table giving the average prices in Sep- 
tember, 1868, and in September, 1878, of thirty-one articles 
in the most common use. Of these, twelve are articles of 
food, eight are metals and-minerals, and eleven are the fol- 
lowing raw materials, viz.: cotton, wool, flax, hemp, jute, silk, 
tallow, linseed, petroleum, turpentine and timber.| 

We think this statement a powerful argument in favor of 
a rise having occurred in our standard of value during the 
past ten years. We may, of course, attribute the fall in 
wheat to a good harvest, and that in cotton to the effects 
of the American civil war still lasting in 1868. But, when 
out of thirty-one articles in daily use we find but three 
which have risen in price—namely beef, mutton and coffee— 
while in more than nine-tenths of the instances given there 
has been a fall, it can scarcely be disputed that the pur- 
chasing power of the sovereign, and of gold, has increased, 
and that some portion of the severe fall which has taken 
place in almost every description of merchandise since 1873 
has been attributable to a rise in the value of gold. As 
regards meat, which shows a rise in price, it will, we think, 
be admitted that there has been a very material rise in value. 
Since 1868, while the population of the United Kingdom has 
grown to the extent of nearly 3,200,000, there has been an 
actual decrease of 3,000,000 in the number of sheep in the 
United Kingdom, and the only decided increase in live-stock 
has been in pigs. The effects of disease, and the increased 
demand for foreign meat, would also point to a higher 
market value. 

Let us now consider what the fall has really amounted to. 
It has been less in food than in raw materials and metals ; 
and naturally so, for the country is now very much less able 
to feed itself than it was ten years ago. But, taking the 
twelve articles of food named in the foregoing table, it 
may be stated roughly that were the quantities purchasable 
by £ too in each instance in 1868 (that is, £1,200 worth in 
all) sold in 1878, they would fetch only about £1,100, or a 
reduction in the gold price of about eight per cent. Dealing 
with the eleven raw materials in the same way, we find that 
£1,100 worth of goods in 1868 would be worth £ go5 in 
1878, or a falling off of 1734 per cent.; while, as regards 
metals and minerals, £ 800 worth in 1868 would now realize 
but £693, a falling off of 13% per cent. Combining all 
these items, it will be found that goods worth £ 3,100 in 
1868, would now, if of the same quantity and quality, be 
worth only £2,700, or say a reduction of 12% per cent. 
This falling off, we are willing to admit, is in excess of the 
increase in the value of gold, because steam and the Suez 
Canal have combined to give us more ready and cheaper 
means of communication, and because exceptional circum- 
stances have caused the fall of nearly twenty per cent. in 
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wheat and of thirty-five per cent. in cotton. In metals, also, 
there have been important discoveries—in silver and in tin— 
for which the necessary allowances must be made. But if 
we write off five per cent. on the prices of 1868 for these 
allowances, there still remains a fall of 7% per cent. to be 
accounted for, and the major portion of this fall we will 
attribute to a rise in the price of gold. At the beginning 
of these remarks it was stated that the variation between 
the market prices of gold and silver since 1872 had been 
seventeen per cent. If, instead of asserting this to be the 
fall in silver, we said that silver had fallen ten per cent. 
and gold had risen seven per cent., we believe we should 
be much nearer the reality. 


MERCANTILE FAILURES OF 1878. 


The statistics of failures in the United States and Canada for the 
third quarter and the first three quarters of 1878 are now published 
by Dun, Barlow & Co. 

The following shows the number of failures in the United States 
and Canada for the quarter ending September 30, 1878, compared 
with the same quarter in 1877, together with the amount of liabilities, 
The figures for the nine months of each year are also given: 

-—-Third Quarter in 1878.— —Third Quarter in 1877.—~ 
Number g Amount of Number of Amount of 
Failures. Liabilities. Failures. Liabilities, 
Eastern States.. 535 -- $9,777,016 .. 315 .. $6,440,405 
Middle States............se06 SS ae 27,732,811 .. 653 .. 16,329,463 
Southern States.............. a ks 4,349,783. 128... 2,107,569 
Western States 950 .. 18,479,783... 596 .. 15,691,457 
Pacific States and Territories. . 236 .. 6,077,970 .. 124 1,777,181 


$ 66,378,363 .. 1,816 .. $42,346,085 

4,629,592 -- «= 424 we = 55753139 

-— Nine Months in 1878.— —WNine Months in 1877.— 

Number of Amount of Number of Amount of 

Failures. Liabilities. Failures. Liabilities, 

Eastern States ! -» $30,033,135 -- 978 .. $19,098,075 
Middle States + 795375499 «. 2,226 .. = 5545795375 
Southern States mo ss 21,359,104... ae 12,289,283 
Western States - 56,555,840 .. 2,096 .. 44,713,129 
. 9,887,575 -- 474 «+. 10,182,403 


$197,211,129 .. 6,565 .. $141,862,256 
I, é 


20,904,976 


Messrs. Dun, Barlow & Co. say—“ The petitions in bankruptcy 
filed in the period named considerably exceed the figures given 
above, but it must be understood that a large majority of the appli- 
cants for relief were either those whose failures had been previously 
reported, or those who had gone out of business or were not engaged 
in mercantile pursuits, and hence not included in the mercantile 
failures. The above figures refer to the failures only among those 
who were in active business and suspended payment during the 
period under review. The number of failures among active business 


25 


18,138,321. 
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men is far less than might have been anticipated in view of all 
the circumstances. When it is considered how strong the temptation 
was to go into bankruptcy for those whose past or future was at all 
clouded, and when it is borne in mind that this was the only re- 
maining chance to get free-from entanglements resulting from five 
years of expansion, and five years of shrinkage and depression, of 
restricted and profitless trade; when it is remembered that these 
failures occurred among nearly 700,000 traders, manufacturers, &c., it 
is certainly an indication of a not unfavorable character that the in- 
crease for the nine months is only slightly over 2,000 in number. It 
is true that the failures for the past two years have shown a large 
average, and that the aggregate number of those succumbing during 
the past five years has been very great; but as compared with other 
countries, and in proportion to the number engaged in business, it 
is claimed that these misfortunes, even including the figures of the 
past quarter, are by no means alarming; while the figures for the 
subsequent quarter are likely to largely reduce the average for the 
year. There is ground for congratulation, that from the uncertainty 
attending the postponement of the repeal of the law, and other 
adverse circumstances, disasters far greater and far more influential 
on the future have not resulted. The trade of the country has 
survived what threatened to be a serious shock to confidence and 
credit, and notwithstanding that a large portion of the country has 
since been stricken with a most disastrous epidemic, there is to-day 
a healthier condition of trade existing than has been apparent for 
many years.” 


INQUIRIES OF CORRESPONDENTS. 


ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I. DupLicaATge CHECKS. 


Apropos of your answer to an inquiry, in your October number, about lost 
drafts, I wish to ask : 

First.—Do banks whose drafts read ‘‘Pay this first of exchange: (second 
unpaid ), etc., etc.,”” usually issue the ‘‘second” with the first or original, or, 
do they draw and issue the second or duplicate only in case of the loss of the 
first ? 

Second.—If it protects the drawer to have his drafts read as above, why is 
not this form universally used instead of that of the ordinary check or draft? 


RepLty.—The form ‘ Pay this first of exchange (second unpaid ),” is rarely 
used in our day for domestic drafts. When issued by foreign drawers, the 
second usually accompanies the first. New Orleans was about the last place to 
retain the old custom, but since the mail facilities are so much improved, 
scarcely any follow it now, except cotton and produce buyers or shippers. But 
the word “Original” is very commonly used on checks, and should be adopted 
by banks generally. In case of loss of the original, duplicate can then be 
issued with safety. It should be drawn with the proviso, ‘‘Original being 
unpaid.” Duplicate checks are, however, a source of trouble to the bank upon 
which they are drawn, as they necessitate careful examination lest both dupli- 
cate and original should happen to be paid, 
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II. ASSESSMENTS OF STOCKHOLDERS OF INSOLVENT BANKS. 


A National bank became insolvent and went into liquidation in January, 1874. 
At that time about one-half of its stock was held by persons who are now 
bankrupts, and since that time a portion of the stock that was held by solvent 
persons has been sold and assigned on the books of the bank. A receiver has 
been appointed, and an assessment to pay the debts of the bank is about to 
be ordered. 

Upon this statement of facts, the following questions arise : 

First. Ought the assessment to be made equally and ratably upon af the 
stockholders, as well those that are admitted to be bankrupt as those that 
are solvent, or should the assessment be made upon those that are solvent 
alone, provided it does not exceed the par value of their stock ? 

Second. If the assessment should be made upon all the stockholders in the first 
instance, can a supplementary assessment against the solvent stockholders be 
made to make up the deficit caused by the failure of the insolvent stockholders 
to pay their assessments ? 

Third. Will the assessment be made upon all who were stockholders at the 
time when the bank went into liquidation, or will subsequent assignments be 
recognized and the assessment be made upon all who appear to be stockholders 
at the time the assessment is ordered ? 

Fourth, Vf, after the assessments. are paid, a considerable amount is realized 
from assets of the bank, the existence of which subsequently comes to the 
knowledge of the receiver, will such amount be paid to the creditors of the 
bank who fail to realize their debts in full from the assessment, by reason of 
the insolvency of a part of the stockholders, or will it go to such of the stock- 
holders as have paid their assessments ? 

ReEpLy.—/irst. Under the National-Bank Acts the receiver of an insolvent 
bank is said, by the Supreme Court of the United States, to be the instru- 
ment of the Comptroller. of the Currency. And it is solely within the 
power of the latter to decide when it is necessary to institute proceedings 
against the stockholders to enforce their personal liability, and whether 
the whole or a part, and, if only a part, how much, shall be collected. These 
questions are referred to his judgment and discretion, and his determin- 
ation is conclusive. But we think this discretion must be exercised within the 
limits prescribed by the section which fixes the stockholder’s liability, viz., that 
they shall be responsible ‘‘ equally and ratably and not one for another.” 
Revised Statutes, Sec. 5,151. It cannot possibly be a legal excuse to the 
Comptroller for not assessing some of the stockholders, that they are insolvent 
and not able to pay a judgment against them. This is a fact which can only 
be known, or proved, when a judgment has been obtained or attempted to be 
obtained against them. The Comptroller should, doubtless, take the fact of 
the bankruptcy of some of the stockholders into consideration, and make the 
assessment large enough so that the amount to be realized from the solvent 
stockholders will, if possible, pay the debts, but the assessment must be made 
equally and ratably upon all. 

Second, We think a second assessment may be ordered, as the power given to 
the receiver, by Sec. 5,234, is in the most general terms, and the only limit to 
the liability of the stockholder is the amount of his stock. Especially is there 
no difficulty, where the liability is enforced in a court of equity, which has 
power to make additional decrees from time to time as they may be neces- 
sary. The better course, however, would be to make the assessment large 
enough in the first instance to provide for the insolvency of any of the stock- 
holders, as suggested in the previous answer. See Kennedy vs. Gibson, 8 Wal- 


lace 498. 





388 THE BANKER’S MAGAZINE. [ November, 


Third. Upon those who were stockholders at the time the bank went into 
liquidation, Assignments made before this date with a view to avoid liability, 
or made afterwards, cannot affect the rights of the creditors of the banks, 
Perhaps, however, it may be necessary to have the transfers mentioned, first 
declared void by the courts. See Bowden vs. Santos, 1 Hughes 158. ohnson 
vs. Laflin, 17 Albany Law Journal, 146. 

Fourth. The creditors have the first claim to the assets of the bank, whenever 
discovered or realized, Secs. 5,234, 5,236. We do not see what claim the 
stockholders who have paid assessments can have in preference to creditors, 
especially as their liability is a several and not a joint liability. But if, after 
the debts are paid, money remains in the hands of the Comptroller, we should 
say that it ought to be divided among those of the stockholders who have 
paid their assessments. 


III. NATIONAL BANKS AND LETTERS OF CREDIT. 


Please inform me whether National banks have the power, under the 
‘*National Banking Act,” to issue commercial letters of credit to their corre- 
spondents in South America against consignments of the products of that 
country ? 


REPLY.—This is a new question, and one about which there may be a good 
deal of doubt; but, upon the best consideration we are able to give it, we 
think National banks have no power to issue the kind of letter of credit 
mentioned in the inquiry. We assume the letter to be one by which a bank 
should authorize the bearer thereof to draw drafts upon it, in accordance with 
the terms of the letter, promising to pay them; .and that the letter is not 
issued upon an actual deposit of money made in the bank, but the drafts are 
to be drawn against consignments of merchandise, bills of lading whereof are 
to be attached to the drafts, so that they may be surrendered to the bank 
upon payment of the drafts, thus securing the bank for its advances, in the 
first instance, by a pledge of the merchandise. 

It is well settled that National banks have only such powers as are expressly 
given, or result by necessary implication from the language of the Banking 
Acts. We find nothing in them which would authorize a letter of credit not 
based upon an actual deposit; and it is very difficult to say that the authority 
is contained in the words, ‘discounting and negotiating promissory notes, drafts, 
bills of exchange and other evidences of debt: receiving deposits, buying and 
selling exchange, coin and bullion, loaning money on personal security,” etc., 
etc, R. S., sec. 5,136, from which, if at all, the authority must be derived. 

A letter of credit is a promise to pay bills of exchange to be drawn in the 
future, upon which any person who has discounted a bill upon the faith of 
the letter may maintain an action against the issuer. It is, therefore, substan- 
tially a negotiable promise to pay money; and the general policy of the law 
seems to prohibit the issue of such promises, unless they are based upon an 
actual deposit. The certification of checks to an amount greater than the 
funds actually standing to the credit of a depositor, and the issue of post notes 
are expressly forbidden. R. S., sec. 5,208. Act of Feb. 18, 1875. Where 
the letter is not based upon an actual deposit, the bank, by being obliged 
to rely, principally, upon the pledge of merchandise, becomes, to a certain 
extent, eugaged in a mercantile venture, which is plainly against the intent of 
the law. 
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THE CITY OF GLASGOW BANK. 


The heaviest bank failure which has occurred in Scotland since 1857 was 
that of the City of Glasgow Bank, which closed its doors on October 2d. 

The liabilities are stated at $50,000,000. The liability of the stockholders 
is unlimited. The £100 shares of the bank were dealt in on the day previous 
at over 200, and within a week at 237. The bank was established in 1839, 
and had fifty to sixty branches. The other Scotch banks were asked for assist- 
ance, but, after examining the books at a meeting on the Ist, they refused to 
do more than redeem the note circulation of the City of Glasgow Bank, which 
is stated at three and a quarter million dollars. The failure caused great excite- 
ment throughout Scotland and in the London Stock Exchange, where there 
was a heavy fall in Scotch railway securities in consequence of a pressure of 
Scotch holders to sell. 

The London 7Zimes of the 3d has the following account: ‘The City of 
Glasgow Bank had 133 branches. It has paid a progressively increasing dividend 
for several years past until it reached twelve per cent. It would be incorrect 
to say that the disaster was unexpected. On the contrary, in banking circles it 
created no surprise, for the Bank had been losing credit gradually for ten 
years past. Yet the Scotch banks in London were not in possession of inform- 
ation which showed that the end was actually near until Tuesday morning. 
Rumors of the bank being in difficulties had been so often circulated before, 
within strictly banking circles, that the repetition of them did not excite par- 
ticular interest on this occasion. The business of the bank had been conducted 
for years upon very unsound principles, and from the fact of the other Scotch 
banks having decided to let the bank stop, it is inferred that it is a very bad 
case. Operations upon an enormous scale had been indirectly entered into in 
Indian produce and Australian wool, some $14,000,000 of bills having been 
accepted for the account of three firms. Very large advances had been made 
to firms in the iron trade in the north, and utterly reckless support appears to 
have been given to builders. 

‘‘The immediate cause of the failure was the impossibility of any longer get- 
ting bills drawn from India on the bank in Glasgow discounted in the London 
market, a circumstance which explains to some extent the feverish oscillations 
for some months past in the rates demanded for loans. These bills had been 
sold in India to Indian banks, ostensibly against the shipment of produce, and 
ultimately came upon the discount market. The terms demanded” for negotiat- 
ing them having steadily advanced, instructions were at length telegraphed to 
the Indian branches to take no more bills, and as soon as it was no longer 
possible to keep the open credit system going and the paper afloat the bank 
closed its doors. 

“The liabilities of the bank are estimated at $50,000,000; the acceptances 
slightly below $ 15,000,000; the deposits $ 40,000,000. The unlimited liability 
of the shareholders may perhaps secure the depositors. The authorized note 
circulation was only £ 72,000, but according to last accounts the issue is between 
£600,000 to £ 700,000, against nearly all of which the law compels the bank 
to have gold.” . 

The official report of the investigators into the affairs of the City of Glasgow 
Bank, on the 18th, was worse than the most gloomy forebodings. The loss 
shown in the balance sheet is £ 5,190,983. This loss, with the addition of 
& 1,000,000 capital, the shareholders will have to make good. The report shows 
the practice of systematic deception. Thus, since the commencement of the 
year the weekly returns of the amount of bullion in hand, which the bank was 
obliged to make to the Government so as to show that its funds were main- 
tained in due proportion to its note issue, have been falsified by adding thereto 
imaginary sums varying from £60,000 to £ 300,000. The directors’ reports to 
shareholders also overstated the amounts of securities and bullion held in reserve 
by £926,764 and £ 200,000 respectively, and understated the loans they granted 
by £1,126,764. The directors, furthermore, have been in the habit of treat- 
ing in the balance sheets £ 7,345,357 of bad debts (over half of which is due 
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by four debtors) as an available asset. The principal assets of the bank are 
bonds and shares of the Western Union Railway (of the United States), and 
scrip of the New Zealand and Australian Land Company, the value of which 
is estimated at £358,450 and £973,845 respectively. 

A call for £500 per share is anticipated, which, it is thought, half the share- 
holders will be unable to meet. The remainder of the shareholders will thus 
ultimately be compelled to pay double. 

On October 20th, the whole management of the bank—namely, the secretary, 
managing director, and six directors—were arrested on the charge of fraud. 


. 


NATIONAL BANK NOTE REDEMPTION. 


The recent order of the Department, by which the charges for transportation 
upon National-bank notes sent to Washington for redemption are required to 
be hereafter paid by the parties sending the same, has called forth the sub- 
joined correspondence between the New York Clearing House and Secretary 
Sherman : 

NEW YoRK CLEARING-HOUSE ASSOCIATION, October 7, 1878. 
Hon. John Sherman, Secretary of the Treasury: 

Sir :—The undersigned, on behalf of the banks in the city of New York, 
comprising the Clearing-House Association, beg leave respectfully to call the 
attention of the Secretary to a recent change in the regulation by which the 
charges for transportation upon all bank notes sent to Washington for redemp- 
tion under the act of June 20, 1874, hitherto paid by the Treasurer of the 
United States, and reimbursed by each banking association, ‘‘in proportion to 
the circulation redeemed,” as required by the law, must hereafter be incurred by 
the party sending such notes for redemption. 

This change amounts to a penalty for forwarding National-bank notes for 
redemption, and to the extent of those changes it is an impediment to the 
practical operation of the law. 

It is a well-known fact that notes issued by National banks scattered over 
this widely-extended country constantly tend, by the natural operations of trade, 
toward the commercial cities, and that they necessarily concentrate in New 
York, Boston, and Philadelphia. The unrestricted freedom with which National 
banking associations may be anywhere organized, and the difficulty and expense 
of sending their circulating notes home for redemptiom, together with the fact 
that they are legal tenders for internal revenue, and for all debts due by National 
banks to each other, made it necessary for Congress to create the system of 
redemption, the wisdom of which has been confirmed by its practical operation. 
This bureau having been established in Washington, it has always been accepted 
as simple justice that the expense of transporting the notes to that point from 
the cities where they naturally accumulate, should be included in the charges 
incident to their circulation. 

It must be evident that without such redemption, these circulating notes 
would become excessive and redundant, and that at the present moment when 
the Treasury of the United States, and by consequence, the whole nation, is 
preparing to resume coin payments, it is especially important that the National 
banks should be required to co-operate by the prompt redemption of their cir- 
culating notes. To relax the effort in that direction now, by removing any of 
the facilities by which it has been hitherto so well conducted, can only have 
the effect of preventing the great object for which the Government have long 
been carefully preparing. 

It must be conceded as perfectly just to all banks which enjoy the benefits of 
circulating notes, that they should, after such notes have made their regular 
circuit of trade promptly, redeem them with the necessary cost of transmission to 
Washington. By that means alone are the banks kept in sound condition, the 
currency preserved from excess, and the Treasury of the United States relieved 
from the liability, which is imposed upon it by law, of redeeming in coin, the 
notes of any defaulting banks. 
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The undersigned beg leave to express to the Secretary their confident belief 
that upon review of the recent order referred to, and in consideration of its 
far-reaching influence at this critical juncture in the financial affairs of the 
country, he will think proper to rescind it: and with the assurance of their 
high regard they are, very respectfully, 


H. F. Vait, W. A. HALL, BENJ. B. SHERMAN, CHARLES M, Fry, and F. D, 
TAPPAN, Clearing-[ouse Committee. 


To this, the committee received the following reply : 


TREASURY DEPARTMENT, OFFICE OF THE SECRETARY, } 
WASHINGTON, D. C., October 10, 1878. J 


Messrs. Henry F. Vail and others, Committee of the New York Clearing- House 
Association : 


GENTLEMEN :—Your communication of October 7, suggesting a review of the 
recent order of this Department, by which the charges for transportation upon 
National-bank notes sent to Washington for redemption are required to be here- 
after paid by the parties sending such notes, has received my careful consideration. 

One of the principal objects of the act of June 20, 1874, amending the 
National Bank Act, seems to have been to relieve banking associations not 
organized, within certain cities named in said act, from the provisions of section 
32 of that act, which required each of such associations to select an association 
in either of the cities named in the preceding section, at which it would redeem 
its circulating notes at par. This was accomplished by the provisions of section 
3, of the act of 1874, which required a deposit by each bank, eyual to five per 
cent. of its circulation in the Treasury of the United States, for the redemption 
of such circulation, and by the repeal of so much of section 32, of said National 
Bank Act, as requires the redemption of its circulating notes by each bank else- 
where than at its own counter, except as provided in said section 32. 

The amendment of 1874, contemplates the redemption of National-bank notes 
at the counter of each association, and at the United States Treasury, as they 
should be presented in the ordinary course of business transactions. It did not 
contemplate the establishment of a grand clearing house, or the granting of a 
premium for the collection and transmission, by one National bank, of the cir- 
culation of others. 

At the time of the passage of the amending act of June 20, 1874, it was 
known that the circulation of the National-banks was very much worn and 
mutilated, and it was deemed desirable by the Department, at that time, to 
promote its transmission to the United States Treasury, and the replacing of it 
by fresh issues, and that is understood to be one of the principal reasons 
why provision was made for paying the transportation of such circulation to the 
Treasury. 

Experience shows that a large proportion of the circulation now transmitted 
to the Treasury is not perceptibly worn or mutilated; and there is manifest 
injustice in compelling banks which have issued their circulation, and which 
have no interest whatever in having it thus speedily forwarded for redemption, 
to pay for its transmission to the ‘Treasury. 

It is no doubt of some advantage to the banks of the large cities to be 
able to transmit, unassorted, all the bank notes they receive daily, to the 
Treasury for redemption, receiving, as they do, immediate credit for the 
amount; but the operation on the smaller banks seems to be to deprive them, 
in effect, of the advantage of the repeal of the provision of the original act 
which required them to redeem their circulation in the large cities. 

While I agree with you that the prompt redemption of the notes of the 
National banks is essential to their being maintained in circulation at par with 
United States notes, I think the guarantee for this is sufficient in the law 
which provides for the redemption by each bank, of its notes at its own 
counter, and when presented in the ordinary course of business at the United 
States Treasury. 

Entertaining this view, I am unable to see any reason for the revision of 
the order to which you refer.—Very respectfully, 

JOHN SHERMAN, Secrelary. 
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IMPORTANT DECISION ON BANK TAXATION. 


The following is the opinion of the Attorney General transmitted to the 

Secretary of the Treasury, in regard to the taxation of banks and bankers: 
DEPARTMENT OF JUSTICE, WASHINGTON, October 21, 1878. 
Hon. John Sherman, Secretary of the Treasury: 

Sirk :—Your letter of the 30th ultimo encloses to me an opinion transmitted 
from this department on the 27th of July last, and at the request of the Com- 
missioner of Internal Revenue, desires a reconsideration of said opinion, pre- 
viously to embodying the same in a circular, and acting thereon. 

I have the honor to say that I have made such reconsideration, and deem 
that the result heretofore arrived at is erroneous, and desire, therefore, that 
said opinion be treated as overruled. 

The inquiry proposed submits the question whether, under Section 3,408 of 
the Aevised Statutes, which imposes a tax upon the capital employed in the 
business of banking ‘‘ beyond the average amount invested in United States 
bonds,” when taken in connection with Section 5,214, which requires every 
association named in that chapter (entitled ‘‘ National Banks”) to pay a duty, 
semi-annually, ‘*on the average amount of its capital stock beyond the amount 
invested in United States bonds,” the ‘‘amount [so ] invested” is to be ascer- 
tained by taking the price paid for these bonds, or the market value of them. 

It appears that the Commissioner of Internal Revenue, under the first cited 
section, has adopted a different rule from that adopted by the Treasurer of the 
United States, under the last-named section. 

The same rule, I have no doubt, applies to both these sections, and the 
practice of the two officers named should be the same. I can find no ground 
for the distinction between the one and the other course. 

The certainty and uniformity desirable in fixing a basis for taxation, is the 
prominent argument tending to show that the principal sum payable at the 
maturity of the bonds, is the sum which should be adopted as the one by which 
the amount invested is to be determined, but in considering the object of these 
two sections, it will be found that the use of the word ‘‘invested” was 
intended to aid in fixing the amount of taxation, and this, for what seems to 
me, satisfactory reasons. 

The section 3,408 intends to impose an excise tax upon the business of any 
bank, etc., or any persons engaged in banking. That excise is computed by 
withdrawing from the amount of capital which the party or corporation has 
employed ‘‘the average amount invested in United States bonds.” 

This is not done with a view of carrying out the law that ‘United States 
bonds” shall not be taxable so much as to test the value of the business 
which the bank or person does, by ascertaining the amount which they have 
applicable to the ordinary transaction of such business. The section 5,214 is 
intended to impose upon the National banks a tax in the nature of a fran- 
chise tax upon certain average amounts ‘‘beyond the average amount invested 
in United States bonds,” and the value of the franchise enjoyed by the bank 
is tested by ascertaining the amount of its quick capital which it has over 
and above that invested in United States bonds, rather than for the reason 
that United States bonds are not themselves taxable. 

If these views of the character of these two taxes are correct it would seem 
that force must be given to the word “invested” in order to ascertain the 
value of the business in the one case upon which an excise is laid, and the 
value of the franchise in the other, which is subjected to a tax. 

The fact appears by the communications enclosed in your letter that at cer- 
tain times the bonds in question have been sold in the. market below par, 
although of late years they have always been above par. 

‘ 
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The amount invested properly in a thing is the amount paid for that thing, 
although its actual value may be greater or less than such amount. 

In the computation under these two sections it seems to me that it was 
intended to reach the amount which had been withdrawn from the former 
active capital to be placed in comparatively permanent investment of United 
States bonds. In computing the tax which is to be paid either by the banks 
or persons engaged in banking under section 3,408 or the amount imposed by 
section 5,214, it is proper to determine the amount which such persons or cor- 
porations actually paid for such bonds, 

I am, therefore, of opinion that the amount so invested is to be ascertained 
by taking the price paid for the United States bonds. Within the price, I 
should add, accrued interest should not be calculated, as that is a mere tem- 
porary investment which is replaced as soon as the interest becomes actually 
paid.—Very respectfully, your obedient servant, CHAS. DEVENS, 

A tlorney-General. 


THE SMALL PROFITS OF NATIONAL BANKs.—The Comptroller of the Cur- 
rency has compiled the following statement showing by geographical divisions 
the number and capital of National banks that declared no dividends for the 
periods of six months each, ended respectively March 1 and September 1, 
1578: 


-——Stx months ending-— 
March 1, 1878. 
Number of 


Six months ending—~ 
September 1, 1878. 
Number of 


Capital. Banks. 


-» $ 9,389,500 .. 51 
17,244,400 .. 114 
5,206,000 .. 4! 


Capital. 
. $14,870,000 
22,454,850 
6,867,000 
12,870,100 
1,675,000 


Geographical Division. Banks. 
New England States......... 37 
MIGGIE StB0OS ...ccccccccccece 
Southern States ... 

Western States.... 15,013,000 ., 132 
Pacific States and Territories. 16 1,885,000 .. 16 


-» $48,797,900 .. 357 


«+ $58,736,950 


From this statement it will be seen that 328 National banks, with a capital 
of $ 48,797,900, paid no dividends for the six months ending March 1, 1878, 
and 357 banks with $58,736,950, paid no dividends for the six months ending 
September 1, 1878. 

, -For the first six months of the year 1876, 238 National banks, with a capi- 


TONE 5 ccccscacs Sa 


tal of $34,290,000, and for the second six months of the same year, 273 
National banks, with a capital of $44,000,000, paid no dividends. 

For the first six months of the year 1877, 245 National banks, with a capital 
of $40,452,000, and for the second six months of the same year, 288 banks, 
with a capital of $41,166,200, paid no dividends. ‘The ratio of earnings to 
capital and surplus of the National banks for the year 1876 was 6.9 per cent., 
in 1877 5.6 per cent., and for 1878 less than six per cent. 


IMPORTS AND Exports OF THE UNITED STaTES.—From the monthly state- 
ment of the Chief of the Bureau of Statistics to the Secretary of the Treas- 
ury the excess of exports over imports of merchandise appears to have been as 
follows : 

1878. 
Month ending August 31 $ 3,471,652 $ 22,196,220 
Eight months ending August 31. 38,951,995 188,501,087 

The excess of exports over imports of gold and silver (coin and bullion ) 

appears to have been as follows: 


1877. 


1878. 
$ 320,228 
621,283 


1877. 

Month ending August 31 $ 418,640 

Eight months ending August 31. 25,403,551 

hese statements indicate an increasing flow of specie and of American 
securities toward this country. 
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BANKING AND FINANCIAL ITEMS. 


PAYMENTS IN FRACTIONAL SILVER.—The Secretary of the Treasury issued, 
on October 7, a circular citing the various sections of the Revised Statutes relat- 
ing to deposits of gold coin and bullion, and the issue of certificates therefor, the 
payment of import duties in gold and silver coin, and others as to the amount for 
which subsidiary silver coin shall be a legal tender. Also the act passed at the 
last session of Congress, in regard to the coinage of the standard silver dollar, 
He then prescribes the following regulations for Government officers : 

**In the receipt of the fractional silver coins of the United States for the 
payment of duties on imports, internal revenue, or other dues to the Govern- 
ment, the following instructions will hereafter be observed by all collectors, 
receivers, and other officers of this department. 

‘*When the total amount of dues in any one payment cannot be paid 
entirely in the proper legal-tender coin, currency, or certificates of denomina- 
tion of one dollar or greater, because involving a fractional part of a dollar, 
such fractional part may be paid in silver coins of denominations of less than 
one dollar, but when the total amount of such duties does not exceed five dol- 
lars, such total amount may be paid in the silver coins ot denominations of 
less than one dollar. 

‘*In making payments to public creditors, officers connected with this Depart- 
ment will be governed by the same regulations, but payments may be paid in 
fractional silver coins, in any amount, to parties who desire them. 

‘*There is no provision of law for either the exchange or redemption of any 
fractional silver coins, but the Treasurer and Assistant Treasurers of the United 
States, and all public and National-bank depositaries, will be expected to 
receive for credit in account, all silver or minor coins of the United States not 
mutilated, which have been received by a public officer in the usual course of 
business, and are offered by him for deposit. 

‘No distinction will be made on account of the date of the coinage or 
denomination of any silver or minor coin.” 


LarGE U. S. Nores.—It is reported that the Secretary of the Treasury has 
decided to issue about the first of January, legal-tender notes of $5,000 and 
$10,000. The highest denomination of United States notes now issued, is 
$1,000. The new notes of the larger denominations are intended to take the 
place of the coin certificates which it is expected the new notes will supersede, 
in a great measure, if not entirely. As it is supposed that the legal tenders 
will be at par after the Ist of January, there is reason to believe that the 
demand for coin certificates, after that date, will be but small, except where 
persons wish to deposit gold with the Government for safe-keeping. In such 
cases the four-per-centum bond offers the desired security, and as the Secretary 
is anxious to sell the largest amount possible of these bonds, it is probable he 
will decline to issue coin certificates for any purpose after the Ist of January. 

This action is in accordance with the views, as to coin certificates, which the 
BANKER’S MAGAZINE has repeatedly expressed within the past few months. It 
is to be hoped that it will be carried out as here anticipated. 


SALES OF FoRGED SECURITIES BY BROKERS.—Alexander H. Nicolai and 
others bought from Chas. Unger and others a bond of $1,000, which turned 
out to be forged. Unger and others, when suit was brought against them, 
claimed that they sold as brokers. The only question for the jury was whether 
defendants appeared to sell the note on their own behalf or as brokers. A 
verdict was given against defendants, and the Supreme Court General Term 
confirmed the judgment on October 16th. Judge Ingalls charged that if plain- 
tiffs had reason to believe the note was defendants’ property, even though in 
fact they were brokers, the defendants were liable. 
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THE UNITED STATES TREASURY publishes the following statement of its 
condition on October 1, 1877, and October 1, 1878: 


Balances. 1877. 1878. 
Currency : . $ 14,206,417 28... += $1,972,593 88 
Special fund for the redemption of fractional ee 
currency 8,835,468 00 —i«.yj 10,000,000 00 
Special deposit of legal-tenders for redemption ee 
of certificates of deposit 43,110,000 00 5 40,710,000 00 
119,152,043 40 .. 232,659,646 57 
Coin and silver certificates 37,997,500 00... 34,974,670 00 
Coin, less coin and silver certificates 81,154,543 49 .. 197,984,976 57 
Outstanding called bonds 18,558,150 00 Oli. j 11,781,950 00 
Other outstanding coin liabilities. 9,240,247 94... 9,864,330 97 
Outstanding legal-tenders 356,914,922 00 .. 346,681,016 00 
Outstanding fractional currency 18,786,642 27... 16,297,429 58 
Outstanding silver coin 35,591,276 74s 39,438,351 02 
Total debt, less cash in Treasury 2,051,587,254 87... 2,025,908,485 98 
Reduction of debt for September 3,882,524 80... 3,196,534 09 
Reduction of debt since July 1 8,570,968 39_—Céi. 9,878,345 84 
Market value of gold 103% .. 10038 
Imports, (twelve months ending August 31).. 465,545,748 00 =... += 430,855,017 00 
Exports, (twelve months ending August 31).. 603,279,290 00_—Cl x... 720,484,171 00 


BONDS FOR REDEMPTION PuURPOSES.—The Comptroller of the Currency has 
prepared the following table, showing the kinds and amounts of United States 
bonds held on the Ist of October, 1878, to secure redemption of the circulat- 
ing notes of the National banks : 

Authorizing Act. Class of Bonds. Rate of Interest. Amount. 
February 8, 1861 1881 $ 2,318,000 
July 17 and August 5, 1861 1881 34,023,050 
March 3, 1863 1881 19,834,900 
March 3, 1865 5-20 11,787,250 
July 1, 1862, and July 2, 1864 5,584,000 
March 3, 1864 10-40 71,238,850 
July 14, 1870, and January 20, 1871. Funded 1881 125,278,750 
July 14, 1870, and January 20, 1871. Funded 1891 49,069,050 
July 14, 1870, and January 20, 1871. Consols 1907 29,826,800 
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Total amount ais «+» $349,560,650 


All of these bonds are payable in coin by the terms of the acts under 
which they are issued, with the exception of $54,312,300 six-per-cent. bonds. 
Of this latter amount, $ 36,941,050 consist of 6s of 1881, which were issued 
prior to the passage of the Legal-Tender Act; $11,797,650 of 5-20s, which 
were issued under act of March 3, 1865, which law does not specify the kind 
of money in which such bonds shall be paid, although the interest is made 
payable in coin, and $5,584,000 of Pacific Railroad currency 6s. On October 
1, 1870, the banks held $ 342,833,850 six-per-cent. bonds, and $95,942,550 
five per cents. Since that time there has been a decrease of $172,744,100 in 
six-per-cent. bonds, and an increase of $100,575,050 in five-per-cent. bonds. 
During the last three years there has been a decrease of $54,356,012 Jn six- 
per-cent. bonds, and of $42,528,600 in five-per-cent. bonds, while in the 
same period $49,069,050 of 4% per cents., and within the last eighteen 
months $29,826,800 of four per cents. have been deposited. 


REDUCTION OF BANK CaPITAL.--On October toth, a meeting of the stock- 
holders of the National Butchers and Drovers’ Bank was held to consider a 
proposition to reduce the capital of the bank. It was stated that during the 
forty years prior to 1877 the bank had paid regularly a dividend of ten per 
cent. per annum, but last year, owing to the burden of taxation, shrinkage in 
assets, and other causes, no dividend was declared. A resolution, reducing the 
capital of the bank from $500,000 to $300,000, was unanimously adopted, to 
go into effect immediately. 

The Market National Bank has also called a meeting of its stockholders, 
with a view to reducing its capital stock from $1,000,000 to $ 500,000. 
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FAILURE IN WALL STREET.—On the morning of October 15th, the firm of 
Haar & Co, stock-brokers, announced to the Stock Exchange their inability to 
meet their engagements. Much excitement followed, as the house did an active 
business, and its liabilities were some $250,000. Charges of fraudulent dealing 
Meg preferred against the firm, and the members were arrested and held for 
trial. 


DUNCAN, SHERMAN & Co.—The decision of the United States District Court 
has been filed on the application of Duncan, Sherman & Co., for a discharge 
in bankruptcy, to which objections had been interposed by a number of 
creditors, Judge Choate says: ‘‘ No evidence is offered that sustains the speci- 
fications of the opposing creditors. Specifications found not proved. Discharge 
—" Discharges accordingly have been issued to the several members of 
the firm. 


DEFAULTER SENTENCED.—Edward J. Oakley, formerly Cashier of the Mer- 
chants’ Exchange National Bank, was indicted in February, 1870, for embezzling 
$ 350,000 of the funds of the bank. He escaped, and was a fugitive for seven 
years, but returned to this city in July last, and was arrested the next day. 
In October he was arraigned for trial in the United States Circuit Court. 
Assistant District Attorney Fiero said that he was willing to admit that Oakley 
received only about $ 25,000 of the $ 350,000 stolen, the remainder being spent 
in Wall Street speculations by Oakley’s brother. Because of the plea of guilty 
saving the expenses of a trial, and the other circumstances of the case, Mr. 
Fiero urged that the mildest sentence—five years—should be inflicted. 

Judge Benedict, addressing the prisoner, adverted to the responsible position 
which he filled in the bank, to the dangerous character of such offences, and 
the necessity of rigidly protecting the National banking laws, The prisoner 
was sentenced to the Albany Penitentiary for five years. 


CALIFORNIA.—The Nevada Bank of San Francisco has again increased its 
surplus by half a million. It is now $ 3,500,000 in addition to the capital of 
$ 10,000,000, 


CONNECTICUT.—The law to tax the shares of non-resident National bank 
stockholders in the towns where the bank is situated, has been decided, by the 
State Superior Court, to be null. _ ; 


Injunction.—The Dime Savings Bank, of Hartford, has been enjoined 
by the Bank Commissioners from further prosecution of business. The amount 
of deposits is $493,978.88. The bank has had an average of $8,000 per 
month of deposits withdrawn during the past year, and to meet the drain has 
been obliged to borrow $87,000 upon the pledge of $166,282 of its best 
mortgage loans. The Commissioners say the loans of the bank of $ 481,497 on 
mortgage security are generally good, and that the loss to depositors will not 
be large, if the deposits are judiciously managed. 


Boston.—On another page we give a table showing the dividends, etc., of 
Boston, banks for October, as well as for two previous periods, 

The’ changes in the bank dividends this six months are not so many as 
heretofore. It is an encouraging feature of the times that some of the banks 
which were compelled, six months ago, to pass their dividends are now enabled 
to resume them. 

The Revere Bank reduced its capital from $2,000,000 to $1,500,000, Feb. 
I, 1878. The Blackstone will reduce, October 1, from $2,000,000 to $ 1,500,000, 
and the Merchandise from $1,000,000 to $750,000, in each case redeeming 
at par, one share in four, The Metropolitan reduced its capital, July 1, from 
$ 500,000 to $450,000 by charging off $50,000, then returned to its share- 
holders $250,000 leaving the new capital $ 200,000. 

Of the sixty-one banks within the limits of Boston, one pays 5 per cent., 
seven 4 per cent., two 3% per cent., fifteen 3 per cent., one 3 per cent. quar- 
terly, five 2% per cent., nineteen 2 per cent., one 1% per cent., and ten pass, 
making an average of 2.34 per cent. for the six months. 
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Injunction.—At a request of the Bank Commissioners, a temporary injunction 
was issued on October 14th, restraining the Lexington Savings Bank of Boston, 
from the further transaction of business. Its affairs will be wound up without 
loss to depositors. 

MissourI.—The banking house of Geo. H. Loker & Co., St. Louis, whose 

suspension was announced last month, has been regarded as particularly solid, 
and the two partners, Mr. George H. and Mr. W. N. Loker, were highly 
regarded in the community. So far as can be estimated the liabilities are 
about $175,000. The individual resources of the partners are, of course, lia- 
ble for the firm’s debts. The assets are some $30,000 in excess and are 
expected to reach $ 220,000, so as to leave something after the creditors are 
aid in full. 
. The firm is the last of the old line of private bankers in St. Louis, and 
of such members of the Clearing-House Association. No private firm is now 
doing a regular danking business in that city, the banking house of Bartholow, 
Lewis & Co. being a corporation. 

New HAMPSHIRE.—The Concord Savings Bank has suspended. It was for- 
merly the National Savings Bank, and suffered a loss of money by the defalca- 
tions of W. W. Storrs, its former Treasurer, now a fugitive from justice. 

New JERSEY.—On October 15, Chancellor Runyon issued the following order : 
“Tt shall be the duty of all boards of directors or managers of Savings banks 
and institutions, to report to him in ten days from the promulgation of this 
order, and at the end of every sixty days thereafter, the amount of cash or 
other securities convertible into cash without sacrifice, for the purpose of paying 
dividends of surplus to depositors, and then it shall be the duty of the Court, 
when the amount to be divided is ten per cent., to order such distributions to 
be made.” 

ATTEMPTED BANK RoBBERY.—About three o’clock on the morning of Octo- 
ber roth, a desperate attempt was made to rob the First National Bank of 
Fishkill Landing, N. Y., by three burglars, In blowing open the safe they put in 
so large a charge of powder that the safe was shivered to atoms, and the whole 
front of the bank blown out. The noise awakened the entire village. The 
burglars were seen to run away, and chase was made, but the fugitives were 
not overhauled. The safe blown open did not contain the money of the bank, 
but books, important papers, and some valuables left for safe keeping. The 
safe containing money stood in the same room and was untouched. The bur- 
glars got only a box containing mortgages, and policies of insurance, all of 
which were subsequently found in the woods. 


PENNSYLVANIA.—The First National Bank of Tamaqua, suspended on Octo« 
ber 14th. The cause assigned is the failure of Charles F. Shoener, of Phila- 
delphia, coal and iron operator, who was the principal stockholder of the bank. 
The assets of the bank are $150,000, On the 16th the bank was declared 
solvent by the Bank Examiners, but it is not yet announced whether it will 
resume business or not. 

RHODE IsLAND.--On October Ist, a heavy defalcation was reported in the 
Grocers and Producers’ Bank, a State institution of $160,000 capital. It was 
discovered that the cashier, J. B. Calder, has permitted three or four friends 
to overdraw or to have funds until one-half of the capital is hopelessly lost. An 
examination into the affairs of the bank indicates that the defalcation reached 
$100,000, but it is believed that a considerable amount can be recovered. 
The directors requested Governor Van Zandt to appoint a special commissioner, 
with a view of winding up the institution. The cashier asserts that he took 
the funds to accommodate his friends, who promised to repay, but did not, 
though often requested. One director is understood to be a debtor for $20,000, 
which will probably be made good. The drain has been going on two years 
or more, and the deficiency has been concealed, from not very rigid scrutiny, 
bs ee system of borrowing. Cashier Calder was arrested and arraigned 
or trial, 

Upon the report of the special bank commissioner that the bank is insolv- 
ent, the Supreme Court of Rhode Island issued an injunction on the bank, 
October 8th. It will therefore be wound up. 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 


( Monthly List, continued from October No., page 313.) 


State. Place and Capital. Bank or Banker. N. Y. Correspondent and Cashier, 
ARK.... Hot Springs.... Andrew Bruon S. M. Swenson, Son & Co, 
« .. Hot Springs.... Gaines & Walker Importers & Traders’ Nat’! B’k, 
3 ee i Mono County Bank J. & W. Seligman & Co, 
O. H. LaGrange, /r. H. F. Hastings, Cas, 
| Se i i Campbell & Thompson... Third National Bank. 
InD .... Li ‘ State Bank Third National Bank, 
Samuel B. Williams, /r. James B, Howe, Cas. 
Iowa... Calderwood & Lyall John J. Cisco & Son, 
a ee Union Bank Metropolitan National Bank, 
Samuel Wildasin, /r. James L. Giesler, Cas, 
MINN... Lyon County Bank Gallatin National Bank, 
H. B, Strait, Pr. S. D. Howe, Cas. 
© Bank of Zumbrota Importers & Traders’ Nat'l B’k, 
Joshua C. Pierce. Pr, Eugene V. Canfield, Cas. 
Fayette Payne & Williams Importers & Traders’ Nat'l B’k, 
Kansas City.... Armour Brothers.......... Mechanics’ National Bank. 
$ 250,000 A. W. Armour, ?r. Charles H. Prescott, Cas. 
Charles Green & Son....... Mercantile National Bank. 
Mark Miller E. S. Jemison & Co, 
Northrop & Co Gilman, Son & Co. 
. New Richmond, Bank of New Richmond... American Exchange Nat’l Bk. 
R. A. Guy, Pr. John W. McCoy, Cas. 


PaciFic RAILROAD DUES TO GOVERNMENT.—October 14, in the United 
States Circuit Court at San Francisco, Judge Sawyer overruled the demurrer 
in the case of Gallatin against 7he Central Pacific Railroad Company, and, the 
defendants not appearing, gave judgment for the plaintiff. The action was 
brought to restrain the defendants from paying a dividend of one per cent. on 
the capital stock, on the ground that, under the Funding Act of 1878, the com- 
pany should pay five per cent. of its earnings into the United States Treasury 
as a sinking fund. The case now goes to the United States Supreme Court. 


NATIONAL BANKS.—A National bank purchased a quantity of its own stock 
on the market, and, not having the right to hold it to its own use, divided 
it among some of the directors. The bankrupt was one of the directors, and 
took some of the stock, and gave his note therefor; the bank retaining the 
certificate, although the stock was transferred to him on the books, and he 
received the dividend thereon. On his failure, the bank caused him to trans- 
fer the stock to its teller, but retained his note as an asset. The assignee 
brought suit to set aside the transfer as a preference. //e/d, That the bank 
had lawfully no stock to convey, and the bankrupt was not the lawful owner. 
—-Myers vs. Valley National Bank, (¥. D. Mo,,) 18 N. B. R. 34. 


AMERICAN SAFETY PAPER ABROAD.—The Skines Enskilda Bank, Sweden, 
has sent to this city an order for fifty thousand sheets of the ‘‘ National Safety 
Bond Paper.” The bank officials state that they have had thorough tests made 
by their best chemists, and find this paper proof against all alterations, The 
National Safety Paper took the highest award at Paris. The company is also 
receiving good orders from England, a country which is slow to take up any- 
thing until it has been fully tried by experience. 
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CHANGES OF PRESIDENT AND CASHIER. 


(Monthly List, continued from October No., page 314.) 


Bank and Place. Elected, In place off 
CRB ise Bank of Ventura, 
San Buenaventura 
Piha Merchants’ Savings, Loan & 
Trust Company, Chicago : 
.. First National Bank, Ottawa... Hugh M. Hamilton, Pr.. M. H. Swift. 
. Indiana Nat’l B’k, Indianapolis. William Coughlen, Pr... G. Tousey. 
.. Merchants’ Nat’l Bk, ” V. T. Malott, Pr H. G. Carey. 
Iowa... Farmers’ Loan & Trust Co., | George Horridge, Pr....S. A. Knapp. 
Vinton} George Knox, V. P G. Horridge. 
Kansas. Abilene Bank, Abilene. A. L. Ordean, Cas. 
Maine.. Gardiner Nat’l Bank, Gardiner. Fred. W. Hunton, Cas... G, F, Adams. 
Mass... Freeman’s Nat’l Bank, Boston.. E. S. Hayward, A. Cas.. J. Drake.* 
.. Washington Nat’l B’k, Boston. Eben Bacon, /r. A. D. Hodges.* 
.. National Bank of Fairhaven... Lewis S. Judd, Pr G. F, Tripp. 
.. Massasoit Nat’l B’k, Fall River. lam Smith, ?r C. P. Stickney. 
Nn... First National Bank, Winona.,. C. H. Porter, Act’g Cas.. H. E. Curtis. 
Farmers’ Nat’l B’k, Platte City. T. L. Thomas, Cas R. T. Darnall. 
. First National Bank, James Dawson, V. P.... 
Wilmington ] Wm. Larkins, Asst. Cas. 
. Bank of New Hanover, C. M. Stedman, Pr 
Wilmington } Isaac Bates, V. P. 


t Henry Clay, Cas 


t Henry E. Lowe, Cas. 


.. Bank of Rochester, Rochester.. E. B. Burgess, Asst. Cas. G. M. Sweet. 
Outo... Madison Nat’l Bank, London.., Samuel Sidner, Pr J. L. Minshall. 
Penn... Nat’l Bank Commerce, Phila... P. C. Hollis, Pr G. K. Zeigler. 

.. Lebanon Nat’! Bank, Lebanon, C. Henry, /r............ J. Readel. 

. Lackawanna Valley B.,Scrant’n, W. E. Watkins, Cas A. M. Renshaw, 


:. Nat'l B’k of Fayette County . , sree 
Tele, | A. C. Mott, Pr W. Wilson. 


Waco National Bank, Waco... William B, Trice, Pr.... W. A. Fort.* 
.- Bank British London James Robertson, Mgr.. O, Weir. 
North America § Ottawa.... William Grindlay, Mer. J. Robertson. 
* Deceased, 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 
( Monthly List, continued from October No., page 313.) 


State. Place and Capital. Bank or Banker. N. Y. Correspondent and Cashier, 

ARK.... Hot Springs.... Andrew Bruon S. M. Swenson, Son & Co. 

« .. Hot Springs.... Gaines & Walker Importers & Traders’ Nat’! B’k. 

CAL... i Mono County Bank ; J. & W. Seligman & Co, 
O. H. LaGrange, /r. H. F. Hastings, Cas. 

Piper City Campbell & Thompson.... Third National Bank. 

§ RS ccunsicn State Bank Third National Bank. 
Samuel B. Williams, Pr. James B. Howe, Cas. 

i Calderwood & Lyall John J. Cisco & Son. 

. Wilton Union Bank Metropolitan National Bank. 

Samuel Wildasin, Pr. James L. Giesler, Cas. 


Lyon County Bank Gallatin National Bank. 
H. B. Strait, Pr. S. D. Howe, Cas. 

Bank of Zumbrota Importers & Traders’ Nat’l B'k. 

Joshua C. Pierce. Pr. Eugene V. Canfield, Cas. 
Payne & Williams Importers & Traders’ Nat’l B’k. 
Kansas City.... Armour Brothers Mechanics’ National Bank. 

$ 250,000 A. W. Armour, Pr. Charles H. Prescott, Cas. 
. Utica Charles Green & Son....... Mercantile National Bank. 
Crockett Mark Miller E. S. Jemison & Co. 
.. Belmont Northrop & Co...... manic Gilman, Son & Co. 
. New Richmond. Bank of New Richmond... American Exchange Nat’l B’k. 

R. A. Guy, Pr. John W. McCoy, Cas. 


PaciFIC RAILROAD DUES TO GOVERNMENT.—October 14, in the United 
States Circuit Court at San Francisco, Judge Sawyer overruled the demurrer 
in the case of Gallatin against Zhe Central Pacific Railroad Company, and, the 
defendants not appearing, gave judgment for the plaintiff. The action was 
brought to restrain the defendants from paying a dividend of one per cent. on 
the capital stock, on the ground that, under the Funding Act of 1878, the com- 
pany should pay five per cent. of its earnings into the United States Treasury 
as a sinking fund. The case now goes to the United States Supreme Court. 


NATIONAL BANKs.—A National bank purchased a quantity of its own stock 
on the market, and, not having the right to hold it to its own use, divided 
it among some of the directors. The bankrupt was one of the directors, and 
took some of the stock, and gave his note therefor; the bank retaining the 
certificate, although the stock was transferred to him on the books, and he 
received the dividend thereon. On his failure, the bank caused him to trans- 
fer the stock to its teller, but retained his note as an asset. The assignee 
brought suit to set aside the transfer as a preference. //e/d, That the bank 
had lawfully no stock to convey, and the bankrupt was not the lawful owner. 
--Myers vs. Valley National Bank, (E. D. Mo.,) 18 N. B. R. 34. 


AMERICAN SAFETY PAPER ABROAD.—The Skanes Enskilda Bank, Sweden, 
has sent to this city an order for fifty thousand sheets of the ‘‘ National Safety 
Bond Paper.” The bank officials state that they have had thorough tests made 
by their best chemists, and find this paper proof against all alterations, The 
National Safety Paper took the highest award at Paris. The company is also 
receiving good orders from England, a country which is slow to take up any- 
thing until it has been fully tried by experience. 
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CHANGES OF PRESIDENT AND CASHIER. 
(Monthly List, continued from October No., page 314.) 


Bank and Place. Elected, In place of 


CAbvca Bank of Ventura 
San Buenaventura t Henry Clay, Cas 


Mibisccs Merchants’ Savings, Loan & 
Trust Company, Chicago ; Henry E. Lowe, Cas 
.. First National Bank, Ottawa... Hugh M. Hamilton, Pr.. M. H. Swift. 
. Indiana Nat’! B’k, Indianapolis. William Coughlen, Pr... G. Tousey. 
.. Merchants’ Nat’l Bk, “ V. T. Malott, Pr H. G. Carey. 
Iowa... Farmers’ Loan & Trust Co., { George Horridge, Pr....S. A. Knapp. 
Vinton ) George Knox, V. P G. Horridge. 
Kansas. Abilene Bank, Abilene A. L. Ordean, Cas. 
MaINne.. Gardiner Nat’l Bank, Gardiner. Fred. W. Hunton, Cas... G, F. Adams. 
Mass... Freeman’s Nat’l Bank, Boston.. E. S. Hayward, 4. Cas.. J. Drake.* 
.. Washington Nat’l B’k, Boston. Eben Bacon, /r A. D. Hodges.* 
.. National Bank of Fairhaven... Lewis S. Judd, Pr G. F. Tripp. 
. Massasoit Nat’l B’k, Fall River. Iram Smith, Pr C. P. Stickney. 
.. First National Bank, Winona.. C. H. Porter, Ac?’g Cas.. H. E. Curtis. 
Farmers’ Nat’l B’k, Platte City. T. L. Thomas, Cas R. T. Darnall. 
. First National Bank, James Dawson, V. P.... 
Wilmington] Wm. Larkins, Asst. Cas. 
. Bank of New Hanover, C. M. Stedman, Pr 
Wilmington } Isaac Bates, V. P. 
. Bank of Rochester, Rochester... E. B. Burgess, Asst. Cas. G. M. Sweet. 
. Madison Nat’l Bank, London.., Samuel Sidner, Pr J. L. Minshall. 


.. Nat’l Bank Commerce, Phila... P. C. Hollis, Pr G. K. Zeigler. 
.. Lebanon Nat’l Bank, Lebanon, C. Henry, Pr J. Readel. 
. Lackawanna Valley B.,Scrant’n. W. E. Watkins, Cas. A. M. Renshaw. 


.. Nat'l B’k of Fayette County er 
Valoneets | A. C. Mott, Pr.......... W. Wilson. 


Waco National Bank, Waco... William B. Trice, Pr.... W. A. Fort.* 


...- Bank British London James Robertson, Mgr.. O. Weir. 
North America ' Ottawa....... William Grindlay, M@gr.. J. Robertson. 


* Deceased. 
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DISSOLVED OR DISCONTINUED. 


(Monthly List, continued from October No., page 315.) 


NEw YorRK CITY Haar & Co.; failed. 
” ” . Timpson & Gillespie ; dissolved. 


CaL.... Sacramento .... Odd Fellows’ Sav. and Com, Bank; assigned—winding up, 
Conn... Hartford Dime Savings Bank ; suspended—enjoined. 
IND .... First National Bank ; closed—in liquidation. 
Clabaugh, Nelson & Co. ; suspended. 
. Adrian W. H. Stone & Co.; Bank closed on death of Mr. Stone. 


Platte City Farmers’ National Bank ; suspended—closed. 
. Warrensburg .. First National Bank ; closed. 


Hiram P. Webb & Co.; closed. 
State Bank; in liquidation. 


Concord Savings Bank; closed. 
. Saratoga Union Savings Bank; closed. P. P. Wiggins, Recezver. 


PENN... Pittsburgh United States Bank; winding up. 
» ,, Tamaqua First National Bank ; suspended. 


R. I.... Providence Grocers & Producers’ B’k ; closed. Daniel Burrows, Recezver. 
OnT.... Oshawa Bank of Montreal (Branch) ; closed, 
P. E. I. Charlottetown . Merchants’ Bank of Prince Edward Island; closed. 


re ee 


RECENT CHANGES OF TITLE, ETC. 


(Monthly List, continued from October No., page 315.) 


New YorRK CITY Nat’l Butchers & Drovers’ B’k ; capital reduced to $300,000. 
August Belmont & Co.; Ernst Lucke retires, 
Davidson & Jones; now Davidson & Co. 
Martin Maas & Co.; now separate. Martin Maas and Gus- 
tavus Maas. 


. San Francisco,. Bank of Commerce ; succeeded by Thompson Co. 
” The Nevada Bank; surplus increased to $3,500,000. 


Traders’ N. B. ; now Traders’ B. Same officers, capital, etc. 
C. Montelius & Son; succeeded by Campbell & Thompson. 


National State Bank; succeeded by State Bank, with same 
officers and correspondent. 


Missouri Valley. Wattles & Pelan; now J. S. Wattles. 
Independence... Turner & Otis; now W. E. Otis & Co. 
Grand Rapids.. Grand Rapids Savings Bank ; capital reduced to $50,000, 


Appleton City.. F. Egger & Co.; now F. Egger & Sons. 
. Fayette Fayette Bank; succeeded by Payne & Williams. 


. Newark Nat. State B’k; capital reduced from $600,000 to $500,000, 
. Waterville Charles Green & Son; removed to Utica. 
Wilmington ... Dawson Bank; consolidated with First National Bank. 


Cincinnati . F. Larkin & Co.; dissolved; new firm is Joseph F. 
Larkin & Co. 
. Cleveland...... Merch. N. B, ; capital reduced from $ 1,200,000 to $ 800,000. 


Merchants’ Bank of Canada (Branch); removed to Quebec. 





DIVIDENDS OF THE BOSTON BANKS. 


DIVIDENDS OF THE BOSTON BANKS. 


| ComPILED FROM THE Reports or J. G. Martin, Stock Broker, Boston.]} 


Capital, Cc Dividend-————_—Stock Quot.*~ 
October, Oct., April, Oct., Sept. 28, Sept. 27, 
Names of Banks. 1878. 1877. 1878. 1878. 1877. 1878. 


136 128 
117 
109 99 
103 92 


Atlantic National . $750,000 ; 
113 . 100 


4 
Atlas National...... aie a ae 1,500,000 .. 2% ¥% 

Blackstone National 1,§00,000 .- 24% .. 2 
Blue Hill National ............. 309,000 24% 
Boston National..... Peres 1,000,000 
Boylston National 700,000 
Broadway National errr 200,000 
Bunker Hill National..... 500,009 
Central National eves 500,000 
Columbian National sess 1,090,000 
Continental National... 1,000,000 
Eliot National.. +» 1.000,000 
Everett Nation = Pe 400,000 
Faneuil Hall National............. 1,000,000 
First National....... SSinneaheaee ++ 1,000,000 
First Ward National 250,000 
Fourth National............+0.+ eee 200,000 
Freeman’s National. - 800,000 
Globe National eeseeee  1y000,000 
Hamilton National.. 750,000 
Howard National............ ames 1,000,000 
Manufacturers’ National 500,000 
Market National $00,000 
Massachusetts National, ;. 800,000 
Maverick National... a . 400,000 
Mechanics’ National ‘ 250,000 
Merchandise National. . 750,000 
Merchants’ National... 3,000,000 
Metropolitan National 200,000 
Monument National........+-++.- 150,000 
Mount Vernon National, ..... 200,000 
National Bank of Brighton, p. ¥ 8o. 300,000 
National Bank of Commerce 2,000,000 
National Bank of Commonwealth. . 500,000 
National Bank of North America... 1,000,000 
National Bank of Redemption 1,000,000 
National Bank of the Republic .... 1,500,000 
National City........+008 1,000,000 
National Eagle. ..c..cccscccesscee 1,©00,000 
National Exchange.... ....+-+++.. 1,000,000 
National Hide & Leather.... ‘ 1,500,000 
National Market of Brighton...... 250,000 
National Revere....... eén0 ++ 1,500,000 
National Rockland.... 300,000 
National Security .. 200,000 
National Union. .... 1,000,000 
National Webster. ........0.++00.. 1,500,000 
New England National..........-+ 1,000,000 
North National......... 1,000,000 
Old Boston National .. 900,000 
Pacific National ........ 500,000 
People’s National - 300,000 
Second National... 1,600,000 
1,000,000 
Shoe & Leather National ... ‘ 1,000,000 
State National..........- ++» 2,000,000 
Suffolk National......... ° . 1,500,000 
Third National ......... ee 300,000 
Traders’ National .. ‘i 600,000 
Pe 2,000,000 
Washington National...... oes 750,000 


4 
2 113 


126 107 
100 87 
171 155 
103 . 83 
144 «+ 137 
102 85 
110 + 110 
115 97 
133. +. «| 237 
185 ° 

go 

95 
108 

112 

112 

113 

101 

108 

112 
145 

133 

105 97 
333+ 
95 95 
185 155 
118 100 
$83... ~g100 
104 83 
108 95 
112 103 
133 +. «828 
13% ee 229 
3 Cte 110 
109 105 
157 - 135 
ur ft 103 
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170 150 
107 101g 
142 124 
200 190 
136 —- 130 
100 (te 102 
133 - 134 
124: 113 
63 «=e 61 
° ge 
190 . 140 
4°. 136 
mgs. 107 
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114 102 
110 114 
122 113 
114 85 
102 g2 
108 103 
133 128 
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October, 1878..+++.+-++ $53,400,000 .: : oi 


* Market Value—Dividend on. { Quarterly. § Paid three per cent, July 1. %Par increased 
from $80 to $100. 
26 
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NOTES ON THE MONEY MARKET. 


NEW YORK, OCTOBER 24, 1878. 


Exchange on London at sixty days’ sight, 4.82 a 4.82% in gold. 


The anticipations we have more than once expressed, are already, in part, 
realized in the advance of the rate of interest. It is important in forecasting 
the future of the money market to interpret correctly its present movements, and 
two principal facts have a conspicuous prominence just now. ‘There 1s an 
abundance of idle capital seeking investment, and, so far as it goes, this cir- 
cumstance favors easy rates for money. Secondly, the disturbance of credit and 
of confidence abroad, by the recent failures in Glasgow and elsewhere, have pro- 
duced less influence here than was by many persons expected. Indeed, some 
of our well-informed bankers are expecting that the tendency of European capi- 
tal to seek the soundest American investments must, before long, receive an 
impulse from the diminished credits of rival investments, which have heretofore 
competed with American securities in the money markets of Europe; as these 
competing securities decline in favor, the best American railroad and Govern- 
ment bonds, it is believed, will rise in public esteem and attract more and more 
of the capital of conservative investors, who prefer undoubted safety to the 
promise of large rates of interest with heavier risks of final loss. But the 
present movements of our money market are little affected by these predictions, 
which may not prove true for some time to come. What is important to note, 
is, that the recent heavy failures in England and Scotland, have not caused here 
the perturbation which usually follows a sudden demand for the payment of 
loans which we owe to foreign capitalists. From this, and other indications, it 
has been inferred that no efflux of capital from this centre to Europe, has, 
as yet, been fairly started. Whether it is likely to become active, is much dis- 
puted, and the course of events will be anxiously watched for evidence throw- 
ing light upon this most prominent question of international finance. 

Besides these and other circumstances which still tend more or less 
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directly to keep the money market tranquil, there are various changes which 
are operating in the opposite direction, One of the chief of these is the out- 
flow of deposits and legal tenders, which has of late been quite active. This 
movement is healthy in proportion as it shows that the general industry of the 
country is thriving, and that its trade and commerce continue to show symptoms 
of hopeful recuperation. The rates for money are seven per cent. on call, with 
exceptional transactions at five to six. The best commercial paper is in demand 
at five to seven. The subjoined tables show the weekly averages at the Clear- 


ing House banks of New York: 


Legal Excess of 
1878. Loans. Specie. lenders. Circulation. Deposits. Reserve. 


Sept. 28....+.$246,322,500 . $18,199,600 . $ 45,680,700 . $19,617,800 . $ 216,332,000 . $9,797,300 
247,381,900 «+ 17,599,700 ++ 43,362,200 .- 19,577,500 .. 214,103,400 -- 7,436,050 
248,634,300 «- 13,991,100 «+ 42,050,800 .. 19,593,100 .. 210,041,200 .. 3,531,600 
246,593,100 «+ 15,547,800 .. 40,729,100 .. 19,601,200 .. 208,114,600 .. 4,240,750 


The Clearing-House statement of the Boston banks for the same time is sub- 
joined : 

1878. Loans. Specie. Legal Tenders. Deposits. Circulation. 
$ 130,759,400 ..+. $3,047,600 .... $6,086,900 .... $76,687,800 .... $ 25,427,700 
130,104,400 «eee 3,321,200 «eee 6,135,100 «+++ 78,012,700 «+++ 25,506,500 
128,971,100 «++. 2,963,100 «24+ 6,020,000 «++. 77,107,800 «++. 25,407,300 
127,418,600 ..+- 2,563,800 ..-- 6,127,800 «..++ 74,555)900 «+++ 25,473,100 

The Philadelphia bank statements for the past month are as follows : 
1878. Loans. Specie. Legal Tenders. Deposits, Circulation. 
Sept. 28....+++$58,207,864 .--- $1,995,806 ..++ $12,814,627 ---- $45,555,908 ---- $11,243,085 
58,613,739 «+++ 1,989,340 «eee 12,717,102 «eee 4555709445 «+++ 11,266,957 
58,650,640 «+++ 1,838,451 «+02 12,382,599 -+++ 45,122,766 .... 11,307,582 
see 58,801,498 «..-- 1,605,812 «++ 12,085,596 «+--+ 44,786,294 ~+++ 11,353,450 


The stock market has been unsettled and irregular. Government bonds are 
still offered for sale here on account of foreign holders, but the bonds are so 
scarce in the London stock market just now, that the aggregate recently sold 
here has not been very large. We mentioned last month that this movement 
had begun. It seems now to have almost subsided. During the present 
unsettled condition of financial affairs in Europe, it is impossible to look far 
into the future, but the belief is, that the markets abroad have been so depleted 
of our Government securities that we cannot expect the return of any large 
further aggregates, but, that, on the contrary, a demand is more likely to spring 
up among investors in England and Continental Europe. © Subjoined are our usual 
quotations of the range in prices of Government bonds, with the amount of 
each class outstanding at the beginning of this month : 

-——Range of Prices, 1873—X - Amount Oct, 1——— 
Lowest, Highest. Registered. Coupon. 
coup.. 105% Feb. 25 .. 11034 June 27 .. $197,067,150 .. $85,669,200 

, 5-208, 1865, new.coup.. 102% July 22 .. 105% June 6 .. 445459,400 .- 37,274,750 
6s, 5-208, 1867 - .. 1044 Aug. 12 -. 10854 June 27 .. 110,174,800 .. 200,439,300 
6s, 5-208, 1868 -- 106% Jan. 2 .. a1 June 28 .. 16,071,500 .. 21,393,800 
§S, 20-405 .ccccccccees coup.. 103% Mch. 1 .. 109% July 29 .. 144,280,800 .. 50,285,500 
58, funded, 1881 .. 102% Feb. 25 .. 107% July 30 .. 235,060,800 .. 273,379,550 
44s, 1891 - -. 101% Mch. t .. 105 Aug.17 .. 159,860,750 -- 90,139,250 
432 1907 vcccccccccess coup.. 99% Oct. 3 .. 102% Jan. 9g «. 103,209,600 .. 48,290,400 
6s, Currency, 1899....reg.. 11744 Apr. 5 .. 122% Mayas .. 64,623,512... a 


To illustrate still further the changes which have been developed in the 
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market for Government bonds, we give the following quotations of the closing 
prices in London at various dates : 
Quotations in Oct. Oct. Oct. Oct. 
London, 4 It. 18. 23- 
U.S. 6s, 5-208, 1867 107% 107% 107% 107% 
U.S. 5s, 10-40S.... 108% .. 108 +. 108 -. 107 
5s of 1881 108 107% 106% .. 106 
New 4% percents.. 105% 105% 105% .. 105 
In State bonds there is less doing than usual, and prices favor the buyer. 
Railroad bonds are firm but less active, the advance recently made and the 
firm views of holders check business, while the unsettled condition of the stock 
market and the higher rates for money have also tended to restrict the inquiry. 
In railroad shares there has been considerable activity, with many fluctuations. 
Secretary Sherman’s visit to New York, and the expectation that the Treasury 
would make gold easy by its new policy of paying for called bonds on demand, 
tended, with other events, to give renewed elasticity to the movements 
of the large stock operators, and prices advanced until they were checked by 
the Haar failure, and they have not since fully recovered from the blow. An 
exception may be made in regard to Western Union and Lake Shore, in which 
there has been some renewed activity, due in part to the large short interest. 
The market closes with an uneasy feeling and quotations have a drooping ten- 
dency. In gold there has been little doing since the speculative movement in 
the market was stopped by the order of Secretary Sherman to redeem called 


-~ Quotations since Fan. 1, 1878.— 
Lowest. Highest. 
105% Jan. 2 109% June 8 
1043¢ Feb. 25 111% July 30 
103% Mar. 1 109% July 9 
102% Feb. 25 107% July 30 


5-20’s on presentation at the Treasury. 


QUOTATIONS : 


U. S. 5-208, 1867 Coup. 
U.S. 10-40s Coup 
West. Union Tel. Co.. 
N. Y. C. & Hudson R. 
Lake Shore 

Chicago & Rock Island 
New Jersey Central... 
Del. Lack. & West.... 
Delaware & Hudson. . 
North Western 

Pacific Mail 


Sept. 27. 


100 /3 
105% 
105%4 
95% 
113% 
68% 
118% 
36% 
54 
50% 
42 
17% 


134% 


Oct. 1. 


100,48 
1056 
106 
96% 
113% 
68% 
1164 
36 
55% 
51% 
40 
18% 


13% 


Oct. 8. 
100% 
105% 
106% 
95 
113% 
693% 
115% 
34% 
54% 
51% 
4034 
16% 


13% 


1005 
105% 
105% 
91% 
tng 
67 
1136 
31% 
50% 
46% 
39% 
164% 


114% 


Subjoined are our usual quotations : 
Oct. 15. 


Oct. 23. 
100% 
105% 
105% 

937% 
1124 

683¢ 
114 

28% 


4-8114-4.86 .. 4.801%4-4.85 .. 4-79-4-84% 
$ 451307,348 .. $44,092,180 .. $44,561,662 .. $45,621,424 
gold- $ 118,071,413 .. $ 121,582,990 .. $ 124,800,616 .. $ 123,357,525 -- $117,408,760 


4-8114-4.86 .. 
Treasury balances, cur. $ 45,831,635 -- 
Do. do. 


Bills on London 


Last week the sharp turn in stocks and in gold caused the failure of Messrs. 
Haar & Co., who had been operating heavily, as they claim, upon orders from 


a well-known speculative firm through Messrs. Belden & Co. But this firm 
declare that the failure was in no way caused by them, and that Haar & Co. 
held securities to a large amount which cannot now be recovered. The circum- 
stances of the failure, and the charges and counter-charges made have caused 
more scandal and excitement than the failure itself. Meanwhile, the speculators 
have turned a sharp corner with singular agility, and though several large 
operators sustained losses, there was no notable failure except that of the firm 
above mentioned. 


Foreign exchange has rapidly recovered from its recent depression. Quota- 
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tions have advanced under the returning ease in gold loans and have been 
sustained notwithstanding the rising tendency of the rates of interest in Europe. 
We quote sixty day bills at 4.82 against 4.80 a week ago, and three days 
sight at 4.88 against 4.86, or even lower, a week ago. The foreign despatches 
by cable are now examined with much anxiety, as the monetary situation abroad 
is an important factor in forecasting the movements of foreign exchange and of 
all our American markets. It is uncertain how long the English rate of dis- 
count will continue at six per cent., for the Bank of England shows a decline 
in its reserve to 275g per cent. on its liabilities against 3354 per cent. last 
week, 403% per cent. the previous week, and forty-nine per cent. the week 
before. The Bank of France last week lost 39,200,000 francs of specie and 
bullion, and the Imperial Bank of Germany 4,448,000 marks. The Bank of France 
advanced its rate of discount last week as did also the National Bank of 
Belgium. Another point of interest is that the price of bar silver declined 
about the time of the action taken by Secretary Sherman in regard to the 
Treasury purchases for coinage. Among the circumstances affecting foreign 
exchange is that of our bread-stuff exportations, which are just now attracting 
some attention in Wall Street. To show how the demand of the world for our 
cereal exports is likely to be maintained statistics are circulated to show that 
Europe produces now an average of 5,000,000,000 bushels of grain of which 
Russia produces one-third, Germany and France 520,000,000 bushels each, and 
Austria 500,000,000. The United States produces 1,600,000,000 bushels, or 
about the same as Russia. In the United States, the population is 40,000,000, 
and therefore we produce forty bushels per head ; while Europe, with a popu- 
lation of 300,000,000, produces only sixteen per head; Russia, twenty-six 
bushels per head, and Great Britain only four bushels per head. As the aver- 
age quantity of grain consumed per head is fifteen bushels, we produce nearly 
three times as much as we want, Russia scarcely twice its wants, Europe on an 
average all needed, but Great Britain not much over one-fourth. 

Besides illustrating what has been said as to the foreign demand for the 
best American securities, the purchase, October 8th, of $6,900,000 bonds 
of the City of New York at 105.28 by Messrs. August Belmont & Co., Drexel, 
Morgan & Co. and Winslow, Lanier & Co., may be regarded as a practical 
estimate of the credit of the city by three of the most experienced investment 
houses in the country. The availability of this loan for foreign investors is 
believed to have been favorably influenced by the law enacted last winter 
which surrounds the bonds with the safeguard of the sinking fund. The bonds 
run thirty to fifty years, and are specifically payable, principal and interest, in 
United States gold coin instead of being payable in ‘‘coin,” as are United 
States bonds. The loan is not an increase of the debt, but is issued to 
redeem an equal amount of bonds which mature November Ist, on which day 
the city also disburses about $3,000,000 of interest. Heretofore nearly all the 
city loans have been issued in registered form; this loan has the advantage of 
being issued in coupon form with the privilege of conversion into registered 
form at any time. 

The banks of our chief cities continue to feel the pressure of their heavy fiscal 
burdens. The Gallatin National Bank of New York is preparing to lighten its 
taxation by reducing its capital from $1,500,000 to ‘1,000,000, and the 





408 THE BANKER’S MAGAZINE. [ November. 


Market National Bank has called a meeting to reduce its capital from 
$1,000,000 to $500,000. With the same view the Merchants’ National Bank 
of Cleveland is contemplating a reduction from $1,200,000 to $800,000. 
In Boston, the Blackstone National Bank and the Merchandise National Bank 
are taking preliminary steps to reduce their capital one-fourth in each case. 
The present capital of the first of these institutions is $2,000,000, and that 
of the second $1,000,000, In New England, the bank-tax question has 
assumed a new phase. Under a statute of Connecticut, non-resident bank 
stockholders have been taxed in favor of the town where the bank was 
situated. In 1876, the Legislature attempted to repeal that act and to 
make the tax payable directly to the State. Several of the banks, under the 
advice of counsel, declined to pay the tax, on the ground that the act was 
void, being in contravention of the National Currency Act, and that they would 
be liable to the non-residents for the amount withheld, and the Superior Court 
of Connecticut has just rendered a decision in favor of this view. The State 
authorities state that they are not disposed to carry the case up to the Appel- 
late Courts. 

Considerable discussion has been elicited by the opinion just published by the 
Attorney General as to the taxation of National bank capital. A copy of this 
document will be found on page 392 of this number of the BANKER’s MAGa- 
ZINE. It corrects an error in the method of assessing National bank capital 
which has long been complained of. The question was raised by Mr. Rollins, 
President of the Centennial Bank, of Philadelphia, and the banks, National and 
State throughout the country, as well as the private bankers, should all alike 
be satisfied with the soundness and justice of the principles on which this 
decision rests. It is equally acceptable to the Internal Revenue Bureau, whose 
officers have always assessed the taxes on bank capital in accordance with the 
interpretation of the law now officially given by Attorney-General Devens. 


DEATHS. 


At New ORLEANS, LA., on Tuesday, July 16th, aged thirty-seven years, 
JAMES CHALARON, late Cashier of the Union National Bank. 

At WILLIAMSPORT, Pa., on Thursday, August 26th, aged thirty-eight years, 
Isaac B. GRAINGER, late President of the Bank of New Hanover, Wilming- 
ton, N. C. 

At PortsmoutH, R. I, on Friday, September 27th, aged seventy-six years, 
CoLONEL ALMON D. HopGEs, President of the Washington National Bank, 
joston. 

At Lynn, Mass., on Friday, September 2oth, aged sixty-six years, Hon. 
Ezra W. Mupbce, formerly Cashier of the Central National Bank. 

At AuBurN, N. Y., on Monday, October 7th, aged sixty-one years, 
CHARLES P, Woop, Treasurer of the Auburn Savings Bank. 





